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HE 1940 Edition of “Your Income Tax,” by J. K. Lasser, 
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Written in simple, untechnical language, it is the quickest and 
most accurate help ever devised for income tax payers. 
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This book will save a great deal of 
your time, enable you to keep your 
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later assessments. We offer it on this 
double guarantee: 1. Look through 
it. If you do not agree it will be of 
definite help—return it, your money 
will be refunded. 2. OR—after you 
have made out your return 
with this book’s help, if it 
has not actually saved you 
time and money, return it 
then, and we will refund 


its full price to you. 

ACT NOW—This book is available 
at all book and department stores 
... or if you wish to order it direct 
from the publishers, mail this coupon 
to Simon and Schuster, Inc., Dept. 
1161, 386 Fourth Ave., New York 
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it to you and you will refund my money in ful at once. 


During 1939 Affected 
by Statutes, Rulings, 
and Decisions. 


PRICE 
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tunities for 1940. 
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Ir A company were to report earn- 
ings of $4 a share for last year, the 
identical amount of profit shown in 
1929, would you say that the two 
years produced exactly equal re- 
ults? Or if by any chance the bal- 
ance sheets on the two dates should 
be the same in every particular, 
vould you assume that the decade 
tad brought no changes for better 
or worse to the company? 

Your score is perfect if you an- 
wered no to both questions. The 
figures in a report can never do bet- 
ter than approximate the truth in a 
very restricted way, permitting 
everyone his own interpretation. 
And today the interpretation for 
the average company is radically 
changed from that necessary in 
1929. 

We all know the mistakes of that 
a—values inflated through sheer 
optimism or to justify the floating 


With Th\e Editors 


of additional securities; assumption 
that earnings would always under- 
write such items as good will and 
patents; seldom a thought on dis- 
tasteful subjects like obsolescence of 
products as well as machinery and 
processes. Why, to set up a really 
adequate reserve for inventory fluc- 
tuations was to accuse yourself of 
harboring a fear complex or at least 
a touch of stodginess. 

The accounting methods now in 
general use are no nearer perfect 
than they were ten years ago. It is 
simply a case of reverse attitude 
toward the future. When we get a 
good year nowadays we allow for a 
poor one to follow and we make pro- 
vision for it by minimizing recent 
results. If securities owned by the 
company rise in value we leave them 
at the same figures on the books 
because we expect them to come 
down again sooner or later. Ten 


years ago we were more likely to 
assume that book losses on invest- 
ments would soon be made up and 
need not be provided for as they 
occurred. The attitude toward in- 
ventory pricing shows the same con- 
trast. We either make large reserves 
before any difficulty comes along or 
we adopt the “first in—last out” 
method which prevents inflation of 
profit margins. 

Not all companies have changed: 
a few never needed to. Yet the run 
of larger enterprises now mean a 
great deal more when they report $4 
earned per share than they did in 
1929. Their stock may not actually 
be worth any more, as the market 
sees things, but whatever the price. 
it is likely to be much closer to the 
bedrock of values. Allowance must 
be made today for understatement 
rather than overstatement of the 
facts by corporate reports. 
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Business is active, many stacks are smoking that were cold a year ago 


but underneath it all there is none too much satisfaction with the rate of 


new orders. How this factor can pre-determine the industrial pace is 


discussed in "Gauging Business Ahead by Orders" on page 46I. 
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Questions of the Day 


| What direct material loss would result from a one that the Government or one of its agencies will 
‘complete cessation of trade with Japan? lend money to the Allies against stock and bond col- 
| We have only two better customers—Canada and |ateral, the other that private capital will attend to 
the United Kingdom. Exports to Japan in the first the job. In either case the inference is that the market 
reeven months of last year were $203.709,000 and imports ean forget its worries, since the collateral will not be 
were $142,280,000. While sales to Japan have been sold. Right along the odds have been ten to one that 
~ rumning lower than in 1938, purchases have been con- no individuals would be willing or permitted to take 
Meeem siderably higher, partly because of the increase in the such a step. Odds on Government action have been 
price of silk. For that commodity the United States shorter until this month, when Secretary of the Treasury 
is the world’s largest market, just as Japan is the Morgenthau made clear his settled opposition to it: 
greatest consumer of raw cotton. The trade in both _ there is no reason to doubt that he speaks for the whole 
directions is thus somewhat more important than its Administration. Chances that any loan would be ar- 
lollar value in relation to our total exports and imports — ranged have therefore had little to grow on recently, and 

would indicate. Furthermore, it means considerably have become very slim indeed. 

more to Japan than to the United States and efforts 
to keep it alive are not expected to end with the 29-year- To what extent would our gold problem by solved 
did Commerce and Navigation Treaty on January 26th. by restoration of a free gold market and making 
the currency convertible into gold, as suggested 
r ago, How should the chances be rated that American by the head of the Chase Bank, Mr. Winthrop W. 
tapital—Government or private—will arrange to Aldrich? 


ate of § take over Allied holdings of our securities, removing This aspect of the gold question presents a paradox. 
_ | that particular threat to the market? During the many years when the integrity of the dollar 
ace §§ Fear that the English and French would dump their was taken as a matter of course and gold could be readily 


American securities on the New York market has kept obtained from any bank, few of us ever saw the metal 
two types of rumors alive for almost five months. Type except as coins distributed as Christmas gifts. There 
A has it that dumping is already extremely serious; was no reason for hoarding gold nor for any extensive 
and-this type lives through all the facts that disprove use of it as a circulating medium. If it be assumed 
it from time to time. Type B has two minor variations, that people are equally confident of the dollar today, 
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they would not exchange currency or bank deposits 
for gold in any important amount. On the other hand, 
if it be assumed that there is enough distrust of the 
dollar to create a widespread demand for gold, under 
this condition it might be dangerous to the country 
and unfair to many individuals to permit convertibility. 
The many billions of existing bank deposits, currency 
and other dollar claims vastly exceed the Treasury’s 
gold holdings even though they are at a record high 


near 18 billions. Confidence in the promises to pay 
made by men and governments is the only possible 
foundation for a modern monetary system and for oy 
economic structure. Even if all could get gold, the 
Government could again take it away at its own price 
in paper money if it saw fit. In a world as uncertain 
as this one now is there can not be absolute monetary 
certainty. As some ancient said, the only certainties 
are death and taxes. 





The Trend 


MANAGED DEFLATION ... New Deal officials would 
do well to study carefully the full text of the recom- 
mendations on national economic policy made to the 
Temporary National Economic Committee by Mr. Rus- 
sell C. Leffingwell, a partner of J. P. Morgan & Co. Mr. 
Leffingwell is a Democrat and a former Assistant Secre- 
tary of the Treasury in the Wilson Administration. His 
criticisms impress us as being constructive, temperate 
and fair. 

While it is impossible to digest the Leffingwell state- 
ment in this brief editorial comment, the essence of his 
position is that the New Deal easy money policy is 
necessary and desirable but that simultaneous deflation- 
ary policies—both monetary and non-monetary—have 
prevented it from getting effective results in the form of 
a sustained and complete economic recovery. The visible 
facts clearly support this contention. For example, out 
of the seven years 1933-1939 there have been only three 
months—May and August in 1937 and December of 1939 
—in which this publication’s monthly index of per capita 
business activity equalled the 1923-1925 average. 

Mr. Leffingwell is apparently more concerned by the 
failure to let our enormous gold and banking resources 
go to work in a stimulated private enterprise than by 
their theoretically inflationary implications. Again we 
think he is correct. The present gold hoard and the 
high level of excess bank reserves will not automatically 
produce a dangerous inflation in commodity prices and 
business activity while other factors remain strongly 
deflationary—and if other factors were not deflationary 
a major inflation could be erected on a foundation of 
gold and excess reserves far smaller than now exists. 

The specific Leffingwell recommendations include the 
following: taxes for revenue only; cessation of managed 
currency and attempts at managed economy which only 
cause a vicious circle and a faster spread of desperate 
remedies; cooperation between business and government; 
cooperation between management, labor and govern- 
ment to increase the output, the efficiency and the real 
income of labor as a whole; continuation of the reciprocal 
trade agreements program to reduce tariffs; encourage- 
ment of a healthy rise in commodity prices. 

He is especially critical of the present Administration 
effort to prevent a price rise, for when the Government 





of Events 


takes steps which raise taxes and labor costs on the one 
hand, while on the other hand it prevents prices from 
rising, “it is obvious that business is going to be ground 
between the upper and nether millstone” and _ that 
“rising costs and frozen prices will surely take the profit 
out of the profit system.” We can not continue a policy 
of thus restricting profits—thereby reducing capital's 
incentive to seek productive employment—without 
“making unemployment permanent nor without bank- 
rupting the Treasury.” 


AREAS OF DANGER ... The most significant military 
fact of this war is that immensely strong fortifications 
make it impossible for the German army directly to 
attack the French and British armies and equally in- 
possible for the French and British to attempt a frontal 
assault. Therefore the strategy thus far has been slow 
siege and blockade by the Allies and none too effective 
counter-attack by the Germans on and under the sea 
and in the air. 

Any nearby change in this strategy must obviously 
be on the initiative of Hitler, with or without Russian 
cooperation. He can elect to out-wait the Allies, playing 
for time in which to organize Russian sources of supply. 
Such a course appears alien to his temperament, and we 
do not know whether the adequacy of existing German 
supplies permits it. Since there is scant evidence to 
suggest that a German victory can be had by air attack 
alone, a war of movement can only develop through a 
German flank thrust into Holland or Belgium or Switzer- 
land or all three; or a German-Russian thrust into the 
Balkans; or a German-Russian attack on the Seandina- 
vian .countries. These are the areas of greatest tension 
and greatest potential danger. 

Despite recent Dutch and Belgian alarms, the threat 
to Scandinavia appears most imminent; for if Russia 
comes within sight of a victory over Finland the 
Germans would almost certainly move into Denmark 
and Sweden, forcing the French and British to land 
armies in Norway. Thus aid to Finland is of crucial 
and immediate importance. Who should give it and who 
is in a position to give it most promptly and effectively! 
The obvious answer is Sweden, Norway, Britain and 
France. Our own efforts thus far to contribute to the 
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defense of this valiant little country are humiliating in 
their timidity and vacillation. We should either keep 
hands off entirely—except for the civilian relief program 
headed by Mr. Hoover—or frankly and fully take sides. 
We can not be half in and half out of the war without 
making it highly probable that we shall go all the way in 
at a time when calm and deliberate choice has escaped 
us and the course of events is beyond rational control. 


BANK BOND HOLDINGS... In one of the largest 
weekly increases ever reported, United States Govern- 
ment bond holdings of New York Federal Reserve 
member banks recently rose $123,000,000 to the unprece- 
dented level of $2,430,000,000. In the same week, total 
earning assets of the banks covered increased only 
$80,000,000 because of a contraction 
in loans. 

Here, eptomized in the figures of a 
single week, is a problem that has been 
growing in intensity for many years 
and no solution is in sight. By now 
it has become almost trite to point 
out that our banks are banks no longer 
but really investment trusts. However, 
though the observation has become 
timeworn the situation itself cannot 
cease to be of interest and concern not 
only to bankers but to every business- 
man, investor and depositor. 

The banker’s plight is plain enough. 
Money bonds have reached a level 
where any important price movement 
can be in only one direction—down. 
Most institutions are already extremely skeptical of 
intermediate and long term obligations. The manage- 
ment of the Pennsylvania Company for Insurance on 
Lives and Granting Annuities, an institution whose 
lineage is as ancient as its name is lengthy, expressed 
the view of an increasing number of bankers when it 
stated to stockholders that “It is our belief that the 
level of fixed interest bearing securities is such that 
it is imprudent generally to make commitments in 
long term securities at present prices and that sooner 
or later the natural forces working upon the money 
market will produce a slowly rising tendency in interest 
rates and, concurrently, a decline in the level of high 
grade interest bearing securities.” 

What of the inevitable day, foreseen by the Penn- 
sylvania Company, when interest rates will turn up- 
ward and bonds downward? Any extensive decline in 
the Government market will certainly threaten the sol- 
vency of a banking system full to overflowing with these 
obligations and perhaps undercapitalized. Will the 
discountability of Federal obligations with the Reserve 
banks at one hundred cents on the dollar preclude a 
serious decline? Will a decline precipitate a run on 
the banking system that the FDIC was never designed 
to meet? Will the Government be forced to take over 
the banks? Could the credit of the Government itself 
survive such a crisis? None of the eventualities implied 





in these questions is as outlandish as what has actually 
occurred within the past ten years in other sectors of 
our economy would have seemed in 1929. 


REAL ECONOMY? ... There are encouraging, although 
tentative, signs of a determined drive for reduced Fed- 
eral spending in Congress. The first major spending bill 
of the present session—the Independent Offices Supply 
Bill—has been reported out to the House by the Appro- 
priations Committee with $94,500,000 cut from the Presi- 
dent's budget request. This entire cut may not stand but 
it is perhaps significant that on the first test the House 
shouted down an amendment to increase funds for new 
post office buildings from $15,000,000 to $37,000,000. 

Much greater publicity has attended the announce- 
ment of the House Naval Affairs Com- 
mittee that it will recommend a reduc- 
tion of about $500,000,000 in the $1,- 
300,000,000 originally authorized in 
the 1939 naval expansion bill as drafted 
and approved by the Administration. 
Actually, this would not mean reduced 
naval spending this year for previous 
funds will finance all the naval build- 
ing that the shipyards can handle both 
this year and next. There will be 
plenty of time to reappraise our naval 
needs and vote more money when and 
as needed. 

The major test for the proponents 
of Federal economy in this election 
year is yet to come and will no doubt 
be encountered in the Senate, which in 
the last session was considerably more profligate than 
either the House or the Administration. It is relatively 
easy for the Senate to raise the ante on House spending 
bills and then to get most of what it wants behind the 
closed doors of Senate-House conference—especially 
when the Administration itself is barely more than 
lukewarm for economy. 


PRICE FIXING ... Testifying before the TNEC on 
copper prices, the president of Anaconda recalls that it 
was at the suggestion and with the cooperation of a 
Republican Administration that the famous attempt to 
peg the metal at 18 cents in 1930 was made. Like prac- 
tically all such acts of artificial control, this one was 
a dismal failure—its breakdown climaxed by 4-cent 
copper. 

The motive behind the peg was friendly to business, 
though, and many might be inclined to excuse Govern- 
ment intervention because its intentions were good. The 
fact is—and it should be kept clearly in mind today— 
that Republican interference in business can be as harm- 
ful as Democratic, that benevolent bureaucrats are 
almost as dangerous as the malevolent type. The issue 
is unfortunately fogged by politics, but thinking on it 
should be kept as far as possible from the partisan atti- 
tude which assumes that a different brand of polities 
will mean automatic correction. 
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Market In Decisive Phase 


Market action has again become negative. Whether reaction 


has terminated or not, we doubt that in point of time the cor- 


rection has been completed. 


Excepting investment-income 


purchases, we continue to advise a sidelines position. 


BY A. T. MILLER 


, reaction in both the industrial and rail aver- 
ages had previously broken apparently significant resist- 
ance levels—thereby putting a heavy burden of proof 
on the bull cause—the market spent all of last week on 
an exceptionally narrow trading shelf in something 
closely approaching a speculative coma. 

Its failure to rally cannot be considered surprising 
because, on the one hand, the decline from the early 
January high was not vigorous enough to alter the gen- 
eral technical position by any major degree and, on the 
other hand, investors and traders are still confronted 
with the same doubts and uncertainties which through- 
out the fourth quarter prevented the market from 
advancing in step with the business indexes. 

If the recent apathy continues, however, it might have 
at least negative significance. Under the present rules 
of the game a really decisive change in market trend is 
usually a dynamic affair, with technical corrections de- 
ferred and with the bulk of the moves—either up or 
down—concentrated in a relatively short space of time. 
Since reaction from the high of January 3 has not assumed 
this character, the performance may still be merely a 
trading range affair with the limits of movement on the 
lower side moderately widened and with selectivity in- 
creasingly pronounced. 

Steels have been the most conspicuous victims of the 
recent pressure and their weakness can be plausibly 
related to the revelation of substantial British and Cana- 
dian liquidation of United States Steel shares during the 
fourth quarter. There is no reason to suppose that this 
one issue alone has been singled out for disposal by for- 
eign investors. Other foreign liquidation, concerning 
which no authentic figures are available, has no doubt 
been going on in various leading stocks which have long 
been popular with investors in Europe and Canada. 

It would be easy, however, to exaggerate the signifi- 
cance of this factor. Regardless of the official exchange 
controls, the decisions of foreign investors and traders 
to sell some of their American shares are unofficial and 
individual. One seller may let go a given stock because 
he believes its outlook or that of the United States econ- 
omy has changed for the worse. Another may sell be- 
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cause he needs to raise cash, and necessary liquidation 
of this kind will tend to center in issues that can be sold 
to the best advantage—those whose markets are broad 
enough to absorb liquidation without disastrous decline. 

Thus, the manner in which foreign selling affects dif- 
ferent stocks cannot be divorced frem domestic factors. 
The greater the domestic investment and speculative 
demand for a given stock, the less will foreign selling 
affect it. Conversely, when domestic liquidation coin- 
cides with foreign liquidation in any issue, the blame 
for decline cannot be pinned wholly or even chiefly on 
the foreign factor. These distinctions are apparent at a 
glance if one merely observes the widely varying be- 
havior of the stocks most popular with foreigners. 

The so-called international issues include United 
States Steel, Bethlehem, Anaconda, General Motors, 
Chrysler, International Harvester, Standard Oil of New 
Jersey, Radio Corporation, American Telephone, Union 
Pacific, Atchison, Southern Pacific and Pennsylvania 
Railroad. From the year’s highs, U. S. Steel has declined 
at this writing by 31 per cent; Bethlehem by 29 per cent; 
Anaconda by 47 per cent; General Motors by 7 per cent; 
Chrysler by 11 per cent; Harvester by 22 per cent; Jer- 
sey by 17 per cent; Radio by 30 per cent; Telephone by 
less than 1 per cent; Union Pacific by 11 per cent; Atchi- 
son by 46 per cent; Southern Pacific by 38 per cent and 
Pennsylvania by 22 per cent. 

Only wide differences in the domestic investment ap- 
praisals of these stocks could account for such disparities. 
To clinch the point, there is the fact that numerous 
comparable stocks in which foreign selling is not a factor 
have had declines in line with those here cited. For 
example, declines from the highs in Republic Steel and 
Crucible have been 32 and 33 per cent, respectively, or 
slightly more than in Big Steel and in Bethlehem. Ameri- 
can Car & Foundry is down 37 per cent; and American 
Steel Foundries by 34 per cent. In contrast, duPont is 
down only some 5 per cent; and such income issues as 
Telephone, General Foods, Commonwealth Edison and 
Procter & Gamble are within striking distance of their 
highs. Our industrial average is down 8 per cent and 
our broad weekly average 14 per cent. 
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Against insistent investment demand for safe income 
gcurities, there has been a radical impairment of confi- 
dence in equities of erratic earning power, especially in 
the prince and pauper heavy industries. Unless one 
assumes that the market is blind, the action of steels, 
ail equipments, building shares, farm equipments and 
ails cannot lightly be laughed off. 

As is not unusual at this season there is just ahead 
of us a blind spot uncommonly baffling to business and 
market forecasters. Hardly before spring can we expect 
much clarification of the uncertain business, European 
and political factors. 

Whether the market goes lower or not, the corrective 
and transitional phase that we are now apparently in 









will probably require additional time for completion. 

Chief arguments on the bull side are: 1, the market 
has discounted all probable business recession; 2, excel- 
lent fourth quarter statement should induce a rally. 
This view may possibly be correct—but we are suffi- 
ciently unsure of it to prefer watching a while from the 
sidelines while it is being tested out. Meanwhile, we 
continue to advise that purchases of other than invest- 
ment-income character be deferred. In this policy we 
think there is not much risk of missing any boat that is 
worth catching. It is not entirely happenstance that in 
six out of the past seven years the market has presented 
the patient with buying opportunities in March or April. 

—Monday, January 22. 
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Wagner Act Amendments 


BY E. 


Basic amendments to the Wagner labor relations act 
which might curtail labor’s rights to unionize, strike, and 
bargain collectively are not to be expected at this session 
of Congress, but the chances are good for important 
changes in the procedure and probably also the personnel 
of the National Labor Relations Board. 

Any move interpreted as undermining the principles 
of “labor’s magna carta” will be stoutly and probably 
successfully resisted by all branches of organized labor, 
the Administration, and Democratic leaders in Congress. 
And while Republicans won’t admit it, there is a suspi- 
cion that they would like to see no major changes before 
election so they can make a campaign issue of the 
Board’s “one-sidedness” and promise to do a more thor- 
ough job of correction. 

But evidence is mounting that the present Board and 
much of its personnel are prejudiced and deny a fair 
hearing. This evidence comes not only from aggrieved 
parties but from decisions of Federal courts and the 
revelations of the special (Smith) House committee now 
investigating the N. L. R. B. Such evidence will be pretty 
hard to ignore and will give defenders of the act an 
“out” through which they can attempt to allay criticism 
by altering procedure without surrendering fundamentals. 

Legislation will not move much for at least two 
months. The Smith committee hopes to complete its 
investigation and file a report by April. It will recom- 
mend changes in the act, but these recommendations 
will be passed on by the regular House labor commit- 
tee which has been holding its own hearings on Wagner 
act amendments. This committee will recommend only 
the most innocuous changes and will try to call the bill 
up under a rule limiting debate and aghéendments, but if 
the House membership gets the chagice it will probably 
insist on adhering closely to the Smjfh recommendations. 
The Senate is likely to tone down/the House action and 
then there will have to be a compromise in conference. 
During this complicated process there may be delays and 
upsets making the final result hazardous, but the outlook 
now is for some remedial action by summer. 

Powers of the Smith committee are broad, but it is 
confining its investigation chiefly to the question of 
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fairness of the N. L. R. B. It is not calling employers and 
disgruntled unions, but is getting all its evidence from 
the files of N. L. R. B. and testimony of Board officials 
It will not allow itself to be used as a sounding board for 
sore-heads and axe-grinders, and its findings should carry 
the more weight for that. Evidence to date strongly 
indicates the Board personnel and procedure are shot 
through with bias against employers, non-union workers, 
and the A. F. of L.; that many of its employes are incon- 
petent and lack judicial temperament; that its investiga- 
tions and hearings produce more heat than light. What 
its recommendations may be the committee itself doesn't 
know, but all five are lawyers and it’s a safe bet that 
prominently featured will be suggestions for making the 
Board adhere more closely to court procedure and rules 


of evidence; giving greater protection to minority inter 


ests and respondent employers in Board hearings; and 
permitting more thorough review of findings and deci 
sions by the courts. 


Recent court decisions also point in this direction. hf 


a dozen cases in the last few months circuit courts have 
criticized N. L. R. B. procedure, bias, arbitrariness, 


paucity of evidence, etc., often in the strongest language. f 


These will bolster the Smith committee report and it 
will be difficult for a Congressman or Administration 
official to defend the Board very vigorously withoul 
accepting the view that the Wagner act was _ passed 
to promote the C. I. O. 

The A. F. of L. is promoting some amendments, sev- 
eral designed to give craft unions an advantage over the 


C. I. O., the most important being to abolish the preset! f 


Board of three and set up a new Board of five. The 


hope is that the new group would clean house and take 


a more popular tack, and pressure for amending the act 


would disappear. The Administration might beat Conf 


gress to this strategem, and if a way can be found t0 


ease out Board Members Smith and Madden they woullf 


be replaced by comparative moderates of the Leisersol 


stripe. This would help, but would not smother theP 
mach for legislation to make the Board’s procedutt? 


more judicial. 


One| possible way out is enactment of the pendiih 


\ 
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Logan-Walter administrative law bill, which would 
force N. L. R. B. and most all other Federal departments 
and independent agencies to follow a set procedure guar- 
anteeing a full hearing and other safeguards to all 
affected interests. New Dealers are fighting this, but 
there is strong pressure for enactment. Passage would 
automatically correct many of the evils the Smith com- 
mittee is expected to find in N. L. R. B.—not all the 
evils, but perhaps enough to permit Congress to avoid 





the politically embarrassing task of dealing with N. L. 
R. B. separately. 

But such changes as new personnel and improved 
administrative procedure are far short of the funda- 
mental amendments to the Wagner act itself proposed 
in the Burke and some other bills, and would not alter 
the basic conception of the act as dealing only with the 
rights of labor and duties of employers and saying noth- 
ing about duties of unions and rights of employers. 





CAPITOL BRIEFS 


Japanese relations will get worse before they get better. 
The Administration plans to keep Japan on the short 
end of the stick for a turn. Japan will have to make 
some big concessions and is expected not to realize this 
for a while. Meantime Administration will not try to 
keep Congress from talking embargo though it probably 
would prefer not to see such legislation actually enacted. 


Certificate plan (processing tax) for financing farm 
parity payments will be pushed by 

Wallace and some farm groups later ff 

in the session when it becomes more / = — 

apparent that farmer can’t get more 
out of U. S. Treasury. Plan is ex- 
pected to fail, though a stiff fight 
may be made for it. 


Grant-in-aid system of getting 
states to adopt and help finance 
reforms, which is basis of highway, 
social security, and other programs, 
is under fire from New Deal spend- 
ing philosophers on ground it is 
gravy for rich and progressive states 
but a burden on poor states which 
need help or reform the most. The 
theory of the now defunct spend- 
lend bill is cropping out in sugges- 
tions that the Federal Government 
do the job itself or make direct 
grants or non-interest loans on the 
basis of local needs. The idea won’t 
get far at present but examples of a 
start are Roosevelt’s hospital building program and the 
new Cartwright highway bill which provides “excess 
taking” of adjacent land which would be improved in 
value by the highway and sale or lease of which would 
ultimately repay cost of the project. 


Wide World Photo 


Government economy is popular right now and Con- 
gress is swinging the axe on appropriations. But it won’t 
last long. Many of the cuts will be restored either before 
the present bills get through or in deficiency appropria- 
tions. Pressure groups are alarmed and are putting on 
the heat for their pet projects. But Congress is using 
economy as a means of curbing the activities of many 
New Deal agencies of disputed value by cutting down 
their funds and tying strings on their use. 
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Rep. Howard Smith of the special House 
committee investigating the N L R B 


Wage-hour law amendments have less chance now than 
last fall when they cause a row in Congress. Labor 
Department will report that farm processing workers 
and particularly white collar employees, instead of being 
injured by the hours limitation, have benefited from 
the law more than most classes. Much of the steam for 
drastic amendment seems to have lost its pressure, and 
if it looks safe House leaders may try to get through 
those minor amendments which have aroused little objec- 
tion, such as relief for country tele- 
phone exchanges. 


Roosevelt's course is likely to re- 
main an official mystery for some 
weeks but nothing has occurred to 
upset the carefully made predictions 
that he will renounce a third-term 
ambition without foreclosing a draft 
movement, barring a new domestic 
or international crisis. Meanwhile 
he will try to promote the utmost 
party harmony, keep independent 
voters sweet on the New Deal, and 
even conciliate Republican opposi- 
tion if possible. 


World peace overtures by Roose- 
velt keep being rumored, but are 
premature. Roosevelt would like to 
get credit for stopping the war and 
establishing the basis for permanent 
European peace, but neither foreign 
nor domestic sentiment is anywhere 
near ready for a try nor does such appear likely 
for many months. But the possibility of such a 
chance may influence what he has to say about a third 
term. 


TNEC report to be made this spring will be far from 
radical and many New Dealers may brand it reaction- 
ary. Committee itself will be split and staff reports 
will be somewhat conflicting, but general trend will 
be toward lifting government restrictions on busi- 
ness to free competition rather than toward greater 
federal regulation. Efforts are being made to wind 


up work now in hand, after which question of con- 
tinuing another year with more funds will be up to 
Congress. 


(Please turn to page 518) 
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The Pattern of War 


Win the end of January, Europe’s war is just five 
months old. Though its repercussions have been in the 
forefront of all factors bearing on domestic business and 
finance, they have varied considerably from earlier pre- 
conceptions. Nevertheless, the effects of the war thus 
far on our economy are by no means necessarily indica- 
tive of what is to come. For a reminder of how mis- 
leading first appearances can be, we have only to hark 
back to the situation of twenty-five years ago. 

At the beginning of 1915, the World War had also 
been -under way five months and a good deal more had 
transpired than in the present instance. The German 
armies,. wheeling through Belgium and northern France, 
had been halted at the Marne and the Russian invasion 
of East Prussia had been turned back at Tannenberg. 
Both in the East and the West, the deadlock of trench 
fighting had set in. 

But while the military character of the war had thus 
already been determined, its enormity remained to be 
revealed. Champagne, Verdun, Flanders and _ the 
Somme; the African campaigns and the Dardanelles, 
Salonika and Mesopotamia expeditions; the embroilment 
of Italy, Rumania and the United States—all these had 
yet to be enacted into history. At sea, the Lusitania 
was still afloat and the battles of Jutland and the Falk- 
land Islands had still to be fought; German submarines 
were active but unrestricted warfare and the final master- 
ing of the U-Boat lay two years in the future. In the 
air, the first Zeppelin had yet to appear over London 
and real sky fighting was not to come until 1917. 

In this country, the initial fright and then the almost 
utter confusion with respect to the war’s economic signifi- 
cance had been replaced by moderate optimism. In this, 
however, purely domestic considerations bulked fully as 
large as war factors. A recent favorable I C C rate 
decision was the chief bull topic of the moment. And 
in its January issue of 1915, Tae Macazine or WALL 
Srreet had this to say: 

“The most gratifying feature of the reopening has 
been the almost entire absence of foreign liquidation. .. . 
The notable easing of money rates is a most encourag- 
ing feature. . . . Reports from the iron and steel trade 
are taking on a more cheerful hue. . .. A market which 
could not only hold its own after such a cataclysm, but 
advance sharply immediately on the reopening of the 
exchange, is entitled to some respect.” 
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There was little inkling, however, of the extent of the 
rise that lay ahead and the consensus remained that the 
war would be of short duration. In its first bi-weekly 
issue, that of January 23, 1915, this publication expressed 
the best informed opinion of the time when it said that 
“barring a sharp decline which might come as a result 
of surprises in the European situation, the next impor- 
tant market move should be the discounting of the end 
of the war.” This was quite in accordance with the view 
of the British Ministry which privately fixed 1915 for 
the war’s termination and with that of our principal 
bankers who went on record to the effect that “economic 
exhaustion” would bring hostilities to an end before the 
close of the year. 

Nor were leading industrialists, though optimistic as 
always at the year-end, any closer to the truth with 
respect to the part war was to play as a business stimu- 
lant. Charles M. Schwab believed that the depression 
of 1913-14 had run its course but felt that there was “a 
mistaken impression as to the extent contracts for war 
supplies play in the upbuilding of our trade... . . There 
are but few materials we are in a position to supply 
without contravening international law. It will be 
through the main body of our commerce that good times 
will be brought back.” E. J. Cornish of National Lead 
warned that the “war demand is necessarily short lived.” 
James A. Farrell of U. S. Steel said “Our problems are 
national, our opportunities are national.” 

That was the psychological background after five 
months of war and it was by no means without logic in 
the light of events up till that time. Indeed, the wonder 
is not that the potentialities of the coming year were 
underestimated but that the restoration of our financial 
machinery engendered as much hope as it did. For it 
must be remembered that business confidence, already 
impaired by the liberalism of the Wilson Administration 
and a declining trend of industrial activity since the 
beginning of 1913, had suffered a staggering blow with 
the outbreak of war. European capital was still believed 
by many to be necessary for the continued development 
of American industry and commerce; that we could and 
would not only take care of our own capital needs, but 
also contribute importantly to the financing of the war 
was unthinkable. 

The domestic business picture itself, of course, was 
quite the reverse in 1939 from that of twenty-five years 


earlier. As contrasted with the marked downtrend of 
1914, business activity last summer was in a period of 
cyclical recovery that had been under way for more than 
a year. The intermediate reaction of the preceding 
winter had run its course by spring so that the impetus 
derived from the coming of war was superimposed upon 
an already rising trend. 

The contrast with respect to stock prices is even 
sharper. In July, 1914, the market broke badly on the 
28th and again on the 30th as a result of the Austro- 
Serbian trouble. On the 31st, however, the exchange 
did not open at all for overnight cables had brought 
news of Germany’s ultimatum to Russia and France. 
Then, in four incredible days, Germany invaded France 
and Belgium, Russia invaded Germany and England 
declared war. The impact here was too much; in the 
“black bourse” operating behind the stock exchange 
building, shares changed hands at far below the last 
official closing prices. Prior to mid-December, when the 
reopening of the exchange put an end to the New Street 
market, values recovered somewhat though, after the 
first few days’ of the war, such trading had been of very 
minor proportions. 

Upon Germany’s invasion of Poland last September 1, 
on the other hand, stocks weathered two or three hours 
of panicky selling and then started skyward. There was 
some hesitation the following day, but on Tuesday, the 
day after Labor Day, following joint declaration of war 
by Britain and France over the week-end, the lid was 
off. Again in contrast with 1914, however, the market’s 
second thought reaction to war was, instead of gradual 
recovery from the first sharp sell-off, gradual decline from 
the initial sharp advance. 

The response of commodity prices to the two wars was 





TWO WAR PERIODS COMPARED 
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Soibelman Syndicate 


Barrels of yellow dyestuffs awaiting shipment at the Staten Island Free Port. 
Opportunities not available in the last war are here today because of the 
strides American industry has made in the meantime. 


more closely analogous, though of the rapid forward 
moves that occurred in both instances, that of 1939 has 
been better sustained than that of 1914. The real World 
War rise in commodities, it will be recalled, did not get 
under way until late 1915, the peak of the August- 
September bulge of 1914 not being penetrated until 
November of the following year. Whether such a rise 
will take as long to develop this time, or whether it will 
develop at all, depends upon factors of which we shall 
have a word to say later. 

Further points of contrast between the two periods are 
to be found in the bond market which remained below 
pre-war levels for fifteen months last time whereas today 
bonds are comfortably above last August’s prices, and 
in short term money rates which soared nearly 100 per 
cent in 1914 to the highest point since the panic of 1907 
as contrasted with the barely discernible ripple that 
the present war stirred in our long depressed money 
market. 

Our overseas trade after five months of war currently 
presents a picture not dissimilar to that of late 1914, 
though controlling factors are far from similar. The 
contrast between the passive nature of the present con- 
flict and the active nature of the last war has already 
been stressed. But beyond that, both Britain and France 
were far better prepared for the blow in 1989 than in 
1914 and both are much more nearly self-sufficient eco- 
nomically than they were a generation ago. Further, 
the pound is now about 20 per cent cheaper in terms of 
the dollar, Allied holdings of dollar exchange and Ameri- 
can securities are much smaller, extension of credit by 
us is ruled out by the provisions of the Johnson and 
Neutrality Acts and the embattled democracies are 
bending every effort toward fulfillment of war needs from 
the resources of their own empires. 
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Despite this combination of 
factors, our December exports, total- 
ing $358,000,000, were the largest for 
any month in ten years, with more 
than half of the $71,000,000 increase 
over November represented by ship- 
ments to Great Britain and France. 
The situation is thus somewhat 
reminiscent of late 1914 when the 
war in but a few months’ time con- 
verted an unfavorable trade balance 
into a favorable balance of unprece- 
dented proportions. | Curiously 
enough, though, only minor expan- 
sion or, in some cases, actual con- 
traction has occurred in exports of 
certain raw materials for which 
greatly increased foreign sales had 
heretofore been visualized in time 
of war. 

Oil, of course, was deemed the sine 
qua non of modern warfare, but 
where estimates went awry was in 
overlooking the now demonstrated 
fact that by restricting private con- 
sumption, warring nations can carry 
on hostilities, if not too active, on 
less oil than is consumed in peace- 
time. Thus, a year to year gain of 
only 5 per cent last month in United States exports 
of petroleum and refined products as compared with an 
increase of 35 per cent in the total of all other products. 
One difficulty of course, not present to the same degree 
in the opening months of the World War, is that of 
shipping. Because of the time lost, it is estimated that 
two tankers in convoy are now required to do the work 
formerly done by one. And since the last war, extensive 
new fields have been opened up in Iraq, Iran and 
South America. 

An even more noteworthy case is that of wheat and 
wheat flour of which December exports amounted to only 
$1,964,000 against $4,533,000 in the like month of 1938. 
The decline is not confined to this country, however, for 
in the past few months world shipments of the grain 
to European ports have dropped more than 30,000,000 
bushels from the corresponding months of the preceding 
season. Adverse growing conditions in several important 
producing areas have figured in this; consumption abroad 
is not proportionately less, but the belligerents stores 
of wheat and flour at the outset of the war were un- 
doubtedly much greater than in 1914. 

All things considered, we have little to go on by way 
of reliable precedent in sizing up our unfolding war 
economy. Our experiences of twenty-five years ago, 
our experience during the five months of war to date, 
and our recent peacetime preconceptions must all go by 
the board. We are left only with an assortment of 
none too trustworthy assumptions and surmises on which 
we must nevertheless base our conclusions as to the 
war’s bearing this year on domestic business and 
investment. 

First, there is the possibility of early peace, most 
advocates of this view basing their opinion on the sup- 
position that the German (Please turn to page 512) 
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Gauging Business 





Rate of Operations Is De- 
ceptive Guide to the Ques- 


ton — “How's Business?” 


BY JOHN D. C. WELDON 











ypustrY finds itself in a peculiar situa- 
tin as it gets into the swing of the new 
veat—undecided whether to rejoice over 
the results of the last few months or to 
vorry over the next few. Most business 
men, if the truth were acknowledged, 
we dog a little of each. 

Practically as much steel was pro- 
dueed in the last six months of 1939 as 
mall of 1938, but output nevertheless 
ailed to keep up with orders. Large 
fms in many other lines had backlogs 
at the year-end not only sufficient to 
keep them going for months at full ca- 
pacity, but in some outstanding cases 
lager than at any time in their past history. The Fed- 
tal Reserve Board index of industrial production 
climbed to 128 in December for a new record several 
ponts above the best months of 1929 and 1937. Its 
improvement since September was the fastest ever 
shown from an already reasonably satisfactory starting 
point, 

The only objection to such news as this is—will it 
continue as good? And the answer is no. 

The first quarter is still something of an enigma, but 
hinuary has shown one trend which is certain to influ- 
tice the industrial pace in the near future, in the spots 
vhere it has not already done so. Although production 
tates are high and backlogs of unfinished work large, 
these are mainly past history or the results of it. The 
low of new orders—determinant of future volume of 
output—has definitely subsided in most of the key lines; 
and while some sudden change in business psychology or 
‘rush of war orders could change the picture before 
much in the way of letdown becomes visible, at least 
the first month of 1940 will show the effects of slower 
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Maryland Plant, Bethlehem Steel Co. 


Blast furnaces, hard put to keep up with demands after war broke out, 
now find customers less clamorous, the pace a bit less exacting. 


Ahead by Orders 
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buying in the seasonally adjusted Reserve Board index. 

The halt in ordering is not at all abnormal, and coming 
at this time is rather reassuring, since the consolidation 
period could not be too long postponed without adding 
greatly to the damage it might eventually cause. If 
the trend should change again within the next few weeks, 
as is entirely possible, then production would soon fol- 
low with its upturn, from a sounder base than that of 
late December or early January. 

After all, few expected that the pace of buying in 
September would continue indefinitely. The surprises 
have been that it held up as long as it did, and that it 
is apparently tapering off without the serious after- 
effects that such splurges as that of 1933 frequently 
have. The orders that came in so rapidly during the 
fall are being paid for now, but while more is in general 
being produced than bought, the months when the op- 
posite relationship prevailed have provided a cushion 
for this bump. 

An estimate of the situation can be made from a com- 
parison of orders and production since last summer. 
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Underwood & Unaerwuod 


Paper has added another to its long series of ups and downs—this latest a standout and 


not necessarily a closed chapter. 


There was very little buying ahead of the unnecessary 
sort in July and August, when business confidence was 
flat where not groggy from war scares. Coming up to 
Labor Day most buying was of the hand to mouth sort. 
Steel operations were at slightly better than 60 per cent 
of capacity, considerably higher than in July but still 
strictly in line with demand. 

When the outbreak of war touched off a buying wave, 
few industries could step up production with anywhere 
near the required speed. September and October were 
months in which salesmen in some lines were taken off 
the road lest they sell too much, and put to work at 
office calculations so that output could be increased. 
This was the period of greatest expansion in the Reserve 
Board index, which gained 8 points in September, 9 in 
October, and then only 4 in each of the next two months. 
And as it always has in the past, production quickly 
succeeded in catching up with orders. 

Now if it were determined that in a certain industry 
orders averaged 10 per cent higher than production in 
the last four months of 1939, then that difference be- 
tween the two sets of figures would represent a margin 
of safety at the current moment. It might be used up 
at the same pace—with operations 10 per cent above 
sales from January through April—or it might be worked 
off in a matter of a few weeks. But in most key indus- 
tries that deficiency of production during the buying 
splurge is now responsible for operating rates higher 
than would be otherwise justified. The question is how 
soon the “fat” will be used up, and the answer depends 
mainly on the rate of new ordering immediately ahead. 

Take the output of steel, now running around 85 per 
cent of capacity. Actual current purchases would sup- 
port a rate perhaps half as high, but the business booked 
in September and October pushed other orders ahead 
on the books and built up backlogs which did not start 
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to diminish until Decembe 
Since then every week has ge) 
shipments above sales, and th 
reserve of business booked ¢) 
lier has come down accordingly 
It is still high enough, though 
to keep the industry going at, 
very respectable rate for son 
weeks without much new bys. 
ness, provided the companig 
see no necessity of tapering 
schedules down more sharply, 

The dotted line in the sted 
section of the accompanyin 
chart gives a rough estimate of 
the course of new orders received 
in comparison with actual fig 
ures on the operating rate for 
the industry. It shows why op. 
erations were forced up beyond 
their point of highest efficiency 
and to levels which have neve 
been held for more than a fev 


clear the fact that the boom in 
steel buying was relatively 
greater than in most lines, since 
production did not catch w 
with orders until the final month of the year, while fo 
industry generally the month in which the lines crossed 
was October. 

Projecting the two lines beyond the edge of the char 
would put the production line currently at 82 per cent 
of capacity and the orders line at about 42 to 48 pe 
cent. This is admittedly not encouraging for the next 
few weeks, despite the fact that backlogs would keep 


the industry going for a while. A substantial rail ordaf 


was placed recently, divided between Bethlehem, U. 5 
and Inland Steel, and deliveries on earlier orders of the 


same type are still being made, but other noteworthf 


acquisitions of new business are scarce. There is always 
the chance that British and French steel buying wil 
seize the opportunity offered by slackening domesti 
demand, but without some such change in the situation 
the trend in orders points to lower steel operating rate 
immediately ahead. 

The effect of reduced demand for copper has alread 
been felt in a lower price schedule posted by some fac 
tors in the business. When a buying wave struck tht 
market in July the copper producers were in a positio) 
to supply requirements out of stocks on hand, and thi 
was to a large extent also true in September. The chat 
shows that a substantial excess of sales over producto) 


weeks at a stretch. It also makef 





has still to be worked off, but in the case of copper thif 
does not represent a backlog of orders so much as lowef 
inventories in the hands of primary producers. Its influf 
ence as a sustaining force on current operations is obf 
viously much less than would be a large amount Of 
unfilled orders, but the copper industry can not afforf 
to vary its output with each fluctuation in sales, aif 
will therefore continue for some time to produce mong 
than the market demands, again barring a suddep 
change in the attitude of customers. ; 

One industry outstandingly favored by and dependet! 
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on its backlogs at the moment 1s rail equipment. In July 
no freight cars were ordered, in August only 360, and 
in September 24,231—the one month bringing 50 per 
cent more business of this kind than all of 1938. Octo- 
ber and November also witnessed large purchases, with 
December back down to 100 cars, but inquiries are again 
substantial. The backlogs in rail equipment are thus 
unusually large, and they help not only that particular 
line but many others, and steel most directly. 

Machine tool orders are no longer published, so that 
only very rough approximations of the position there 
can be made. We know, however, that while output 
increased tremendously in the last few months of 1939, 
it did not succeed in keeping up with orders. The indus- 
try was operating at 65.8 per cent of capacity in July 
and 93.3 per cent in December, according to the figures 
of the National Machine Tool Builders Association, but 
shipments were behind orders during this period. The 
situation is now reported to be reversed, and backlogs 
are on their way down again, although they are so large 
that they will probably not allow any great drop in the 
operating rate unless new business should continue to 
fall for a good many weeks. 

When one moves a step nearer the consumer, to the 
automobile field, for example, a different lineup of supply 
and demand presents itself. The industry registered a 
gain of 40 per cent last year over 1938 and is more or 
less confidently predicting an increase of 10 to 20 per 
cent more for the year now beginning. Labor troubles 
prevented as’ much stocking of dealers as would ordi- 
narily have been accomplished by the first of January 
in view of expectations of further retail sales gains, so 
that in one sense orders were still ahead of production 
at that time. Shipments to dealers in excess of their 
sales to the public will therefore be possible for a few 
weeks, and this will be simply another instance of pro- 
duction catching up with factory orders. If retail sales 
began to give cause for worry, however, this process 
of restocking dealers would be handled much more con- 
servatively and production rates would be immediately 
affected. 

New orders of 200 representative manufacturing com- 
panies during November were 10 per cent lower than in 
October, according to the National Industrial Confer- 
ence Board. Although this was 57 per cent above the 
level of a year earlier, the downtrend has since continued 
and the middle of January has brought orders in many 
individual lines back to the starting point in late August, 
or even lower. Conference Board figures. however, 
showed unfilled orders 8 per cent higher in November 
than in October, despite a small increase in shipments. 
The trend in backlogs has turned and they are now 
diminishing, but they still remain substantial enough to 
hold operations above orders in most cases. 

This is another way of saying that business is not as 
good as the smoking stacks and relatively high payrolls 
would seem to indicate. It is the reason why the new 
high in the Federal Reserve index for last month and 
the fairly good level of business activity so far in Janu- 
ary are received with considerable skepticism. It may 
also be part of the explanation for the stock market’s 
decline in the face of remarkably good fourth quarter 
earnings reports. 

Whether one views the (Please turn to page 515) 
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Business Earnings Rise Sharply 


With Price Factors Favorable, Fourth Quarter 
Jump in Volume Reduced Unit Operating 
Costs Substantially 


BY WARREN BEECHER 


‘Tes first score or more of the year-end earnings state- 
ments coming to hand show, as had been expected, a 
very large gain in profits both for the year and for the 
fourth quarter as compared with the third quarter and 
with the fourth quarter of 1938. 

Only after several hundred industrial reports are 
available, however, can it be determined whether aggre- 
gate earnings have been generally “in line” with the 
increased volume of business or whether—as was true 
in the third quarter of last year—-profits in relation to 
volume were considerably poorer than they had been 
on comparable volumes in 1936 and 1937. 

Nevertheless there is strong circumstantial evidence 
to suggest that the great majority of surprises in the 
earnings statements will prove to be on the favorable 
side. The chief influences shaping fourth quarter profits 
were: the trend and level of volume; the trend and level 
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of prices; the relationship between prices of finished 
goods and prices of raw materials and semi-manufactured 
articles; and the changes in operating costs. These fac- 
tors well merit individual examination. 

In looking at the industrial volume of the fourth 
quarter, the best measure to use is the Federal Reserve 
Board’s index of manufactures without seasonal adjust- 
ment. The figure was 122 for October, 123 for Novem- 
ber and is estimated at approximately 120 for December. 
Thus the level was not only high but relatively stable, 
averaging approximately 122. The third quarter average 
was only 102 and earnings could not be in line even with 
this measure of volume because the dynamic spurt did 
not come until September, when the average was 110, 
as compared with 99 and 95 for August and July. 
respectively. 

Actually the September upturn resulted in an exag- 
gerated impression of third quarter volume and resultant 
disappointment in third quarter profits, for manufactur- 
ing volume at 102 was only modestly higher than 96 
for the second quarter and 99 for the first quarter. 
Moreover, it compared with 110 for the third quarter 
of 1937. 


Large Industrial Volume 


The fourth quarter average of 122 in volume of manu- 
factures compares with 113 in the fourth quarter of 1936 
and slightly exceeds the 121 average of the second quar- 
ter of 1937, which was the best since the 1929 debacle. 
Thus, if other things were equal, the aggregate industrial 
earnings of the fourth quarter would substantially exceed 
those of the final quarter of 1936 and would approximate 
those of the best three-month period we have seen in 
more than ten years. 

Now for a look at prices. Using Bureau of Labor 
statistics, finished goods prices were at 82.4 at the start 
of the fourth quarter and 82 at its close; prices of raw 
materials started the quarter at 73.1 and ended at 73.6; 
while semi-manufactures were at 83.7 at the start and 
83.5 at the finish. These are nominal changes and, of 
course, do not reflect the interim ups and downs of raw 
materials within the period. Transient fluctuations m 
the speculative raw materials markets, however, have 
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very little influence on our industrial earning power. 

The significance of these figures is that the only 
important net rise in raw materials and in semi-manu- 
factures occurred in September. If all of the materials 
processed by industry in the fourth quarter had been 
bought at the peak of the September rise, profits would 
certainly have been impaired to some extent in the 
absence of any important mark-up in prices of finished 
goods. But such, of course, was not the case. The 
average paid would be well under existing prices for 
both raw materials and semi-manufactures. Moreover, 
industry always has on hand supplies for a good many 
weeks of operations, so that it is a valid assumption 
that a goodly portion of all materials processed by 
manufacturers in the fourth quarter represented low-cost 
inventories bought before the price rise. 

Hence the rise in raw materials and semi-manufactures 
which followed outbreak of the war could not have 
importantly cut into fourth quarter profits, especially 
since it was at least partly compensated by some slight 
rise in finished goods prices as compared with their 
third quarter level. Moreover, at no time in the period 
did prices of semi-manufactures get significantly out of 
line with finished goods on the up side, while even at 
peak prices the raw materials index still showed a size- 
able gap on the down side in its relation to the finished 
soods index. 

It should be noted that at the end of the year the 
finished goods price index was 1.6 points higher than 
at the end of 1938, the raw materials index was 2.6 
points higher and the index of semi-manufactures was 
3.1 points higher. This implies that year-end inventory 
adjustments generally contributed a bit to earnings. 

Finally, it is pertinent to observe that the fourth 
quarter’s average index of finished goods prices was only 
some 4.5 points under that in the relatively prosperous 
forepart of 1937, while raw materials were 16 points 
lower and semi-manufactures were 7 points lower. Thus 
the fourth quarter spread between finished goods prices 
and the other two groups of materials was more favor- 
able than it was for such peak business periods as the 
fourth quarter of 1936 and the first and second quarters 
of 1937. 

As usual when there is a sudden and sharp rise in 
business volume, employment and payrolls tend to lag 
for a considerable time. Aivailable hours of work for 
existing employees are lengthened before additional 
workers are hired. On a high and rising volume there is 
an all-around increase in efficiency of men and machines. 
Fixed overhead—such as property taxes, bond interest, 
administrative and selling expenses, etc.—does not rise, 
so the effect is reduced ratio between overhead and 
revenues. 

For industry generally hourly wage rates were rela- 
tively stable in the quarter and the increasing operating 
efficiency made possible by enlarged volume was re- 
flected in a substantial reduction in labor costs per unit 
of output. Thus our index of unit labor costs was 82.8 
in October, 82 in November and is estimated at about 
81 for December, whereas it started the third quarter 
at 88.9 and had declined to only 85.2 at the end of 
September. The fourth quarter average was approxi- 
mately 82, which compared with 88 in the third quarter 
and with 86.5 in the fourth quarter of 1938. Thus the 
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actual average labor costs in manufacturing industries 
in the period was nearly 5 per cent less than in the third 
quarter and nearly 7 per cent less than in the final 
quarter of 1938. This will show up favorably in the 
forthcoming earnings reports, and especially so in the 
case of mass production industries in which labor cost 
is a relatively large proportion of the total operating cost 
as it is, for example, in the steel industry. 


Gain in Durable Goods 


As compared both with the third quarter and with 
the final period of 1938 the sharpest percentage gains 
in earnings will, of course, center in the durable good- 
industries; and among these the most sensational gain- 
can naturally be expected among the prince and pauper 
lines of which notable examples are steel and railroad 
equipment. In both of these the fourth quarter showed 
an aggregate profit, against an aggregate loss for the 
third quarter and for the final three months of the 
preceding year. 

Railroad earnings have made a remarkable comeback. 
although only in a relatively few systems will per share 
results for the year amount to imposing figures. Although 
one would not suspect it from the action of the building 
material shares, the building materials industry unques- 
tionably had a relatively satisfactory quarter and in 
most instances profits will compare very favorably with 
those of prior periods. Machine tool companies gener- 
ally had an excellent quarter, with output not far from 
capacity. Fourth quarter profit statements from the 
electrical equipment industry will likewise make pleas- 
ant reading for shareholders; and a marked improve- 
ment will be recorded in the (Please turn to page 516) 
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Annual Dividend Foreeast 


Part |— Machinery, Machine Tools, Elec- 
trical Equipment, Aircraft, Farm, Business 
and Rail Equipments, Utilities, Railroads 





As we swing into 1940 in- 
vestors are confronted with 
three circumstances which 


_ any itself, are used to form our ratings. 
make the general outlook for Geers, A, B, C, D, are used in connection with the 


industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


the year uncommonly difficult 
to appraise. First, the Federal 
Reserve Board index of indus- 
trial production closed the year 
1939 at a level above that of 
such peak years as 1919, 1923, 
1929 and 1937. Both because 
of the height reached and the 
speed with which it was at- 
tained, some degree of reaction 
within the first half of this 
year seems a virtual certainty. 
Second, and greatest of all 1940 


A—Active, - ao progress indi- 
B—Active, further progress may 
C—Depressed, prospect for re- 


D—Depressed, no nearby im- 


Two fundamental factors, the industry and the com- 


INDUSTRY COMPANY 


e slow. pected. 
covery favorable. e slow 


provement indicated. 


1—Good earning power; 
cated. stantial gains indicated. 
2—mprovement in earnings ex- 


3—Gain in earning power may 


4—Earnings outlook  unfavor- 
able. 


of the first half of 1939. 

Part I of our Annual Divi- 
dend Forecast is here pre- 
sented. Part IT in the issue of 
February 10 will cover Motors 
and Accessories, Foods, Meat 
Packers, Sugars, Liquor, Steels, 
Movies. Part III, in issue of 
February 24, will cover Metals, 
Oils, Building, Merchandising 
sub- and miscellaneous companies. 

The tables are accompanied 
by our investment ratings, ex- 
plained above. Issues with un- 
broken dividend records for ten 
years or more are marked with 
an asterisk. Issues recom- 


The 





investment uncertainties, is the 
war. Third, we face a notably im- 
portant political campaign and 
election. 

If there is one outstanding char- 
acteristic of the security markets 
and of 1940 corporate financial pol- 


icy it is caution and conservatism. 
We can doubtless expect this to be 
reflected in dividends, although for 
the coming half-year we can prob- 
ably expect the general run of 
payments at least to better those 


mended for safe income are 
noted with a star. Issues favored for 
cyclical appreciation potentialities 
are marked with a dagger symbol, 
but, of course, timing of any pur- 
chases should accord with advices 
given in our general market article. 





No Uniform @utlook for the 


Equipments 


Some Machine Tool Companies Among Those Favored 


‘ee year just passed was one of 
improvement for the machinery and 
equipment industry as a whole. The 
betterment, however, was by no 
means uniformly distributed. Nor 
was the year’s performance one of 
steady gains. It started badly, for 
the machinery and equipment com- 
panies followed the tide of declining 
business activity during the first 
three or four months. There was 


then a period of uncertainty which 
resolved itself into a near-boom in 
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the last six months. The year closed 
with activity but slightly under the 
peak —a level which, if only sus- 
tained during the whole of 1940, 
would assure earnings considerably 
higher than those now being re- 
ported and dividends proportion- 
ately larger than those paid in 1939. 

Based solely on factors directly 
affecting most of the various divi- 
sions of the machinery and equip- 
ment industry, one might reasonably 
expect that earnings and dividends 





this year will make a favorable 
showing with last. Uncertainty, 
however, arises from the war and 
domestic political and economic pos- 
sibilities. 

The equipment companies are 
particularly vulnerable to uncer- 
tainty for, on the past record, their 
business is subject to violent fluc- 
tuation. Hence, it is not as if it 
were merely a question of a mod- 
erate decline in an inherently stable 
industry, but, with the equipments, 
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uncertainty translates into fear of a 
major setback. It is not suggested 
that such a setback actually is to 
occur. But it might, and this affords 
the reason why many equipment 
companies are not being bought 
more enthusiastically on the basis of 
the current and near-term earning 
power. 

The electrical equipment compa- 
nies entered 1940 with a good vol- 
ume of business on the books but 
with incoming orders showing some 
recession. The fact that the output 
of electric power is at a record 
breaking high affords the best base 
of all for the heavy side of the in- 
dustry, although regulation on the 
part of both Federal and State agen- 
cies still dampens the enthusiasm of 
the public utility industry for new 
generating capacity and other expen- 
sive betterments. The industry was 
—and with reason — disappointed 
when the SEC refused Consumers 
Power permission to sell $10,000,000 
of bonds, the proceds to be used for 
expansion. If this decision is fol- 
lowed by others of a similar nature, 
then an additional obstacle has been 
put in the way of the sale of heavy 
electrical equipment. The high rate 
of activity in manufacturing plants 
of all kinds and the likelihood of its 
continuing at least over the near 
term means no slackening in the de- 
mand for smaller pieces of apparatus 
such as motors and switches. 

In the machine tool division there 
is now enough business in sight to 
assure active operations almost to the 
year-end. Some companies even are 
booking orders for delivery in 1941. 
Here, the war is of primary impor- 
tance. Not only is the American 
machine tool industry receiving or- 
ders from belligerents, from our own 
country and from other neutrals 
which are increasing their defenses, 
but it is being asked to fill export 
orders to South America, the Far 
East and elsewhere that normally 
would be placed abroad. On the 
other hand, because the war and na- 
tional defense does make the ma- 
chine tool prospect so bright, it is 
the heaviest sufferer from “war un- 
certainty.” This makes for a high 
ratio of earnings to stock prices and 
a tendency to lag marketwise. Such 
conditions should be _ considered 
when weighing relative values. 

The large freight movement which 
developed in the latter part of 1939 
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Position of Leading Equipment Stocks 


Machinery and Electrical Equipment 







































































































































































Earned Per Price Range Divs. 
hare Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating COMMENT 
Allis-Chalmers.... 1.44 2.00 48% 28 37 1.25 A-2 May pay more than regular 25 
cents quarterly. 
*Am. Mach. &Fdy. .89 75 51%, 2% 14 -80 B-3 Needs higher earnings to thor- 
oughly assure regular quarterly. 
Babcock & Wilcox.. def. def. 2914 131% 20 A-2 Sharply reduced loss cted, 
Black & Decker.... .76a 1.602 2414 14 20 1.00 B-2 May pay more. 
CS a A 01 NF 1914 8 13 B-2 Munitions and ord may lift 
earnings. 
Bucyrus-Erie....... 20 NF 1314 7 9 50 A-2 Doing better. Paid year-end 
dividend. 
eee def. NF 30 1512 21 25 B-2 Prospects good. 
*{Caterpillar Tractor 1.41 3.00 6414 3814 52 2.00 B-2 Continuance of 50 cents quarterly 
expected. 
Chic. Pneu. Tool... .16 NF 20% 10 13 B-3 Anticipate moderate imp: 
ment, 
*Compo§ShoeMchy. 1.71 2.10 1734 1314 17 1.00 B-3 May pay more. 
Crocker-Wheeler... def. NF 91% 414 5 B-3 Believed to be doing better. 
Cutler-Hammer..... def. 1.00 25 135 19 -75 B-2 Moved quickly from red to black 
and lifted dividend. 
*Elec. Stor. Battery. 1.04 NF 35 231% 30 2.00 B-2 Much better earnings expected. 
Ex-Cell-O Corp.... 1.11 2.00 2514 144%, 21 1.00 B-2 May pay more than 30 cents 
quarterly. 
{Fairbanks, Morse . = .83 NF 43% 24 37 1.50 A-2 Paid year-end special of $1.00. 
+Food Machinery.. 1.552 2.322 37% 21 34 1.37% B-2 Continuing progress expected. 
Foster Wheeler....  .17 NF 29%, 14 19 B-2 Backlog believed much improved. 
*tGeneral Electric..  .96 1.40 445, 31 38 1.40 B-2 Dividends will closely parallel 
earnings. 
*Ingersoll Rand.... 5.20 NF 131 86 115 6.00 A-2 Fortes business complicates out- 
look. 
*Liek Belt.......... 1.33 2.00 47 311% 37 1.50 B-2 May again pay more than regular 
25 cents quarterly. 
*Mesta Machine... 2.91 NF 39%, 25 29 1.50 B-2 Should be able to continue at 
least 25 cents quarterly. 
MonarchMach.Tool 2.14 3.25 29 144% 25 1.50 B-2 Continued good business ex- 
pected. 
*Myers (F.E.&Bro.) 4.116 4.006 52 431% 50 3.50 A-2 Moderate betterment likely. 
Nat'l Acme....... .37 .60 1834 1h 14 -50 B-2 Year-end payment of 50 cents 
compares with 25 cents in 1938. 
Nat'l Supply. ..... def. NF 151% 5% 8 B-2 Substantial profits expected for 
last year. 
tNiles-Bement-Pond 4.88 NF 16 413%, 60 1.00 B-2 ae assures continued ac- 
ivity. 
Savage Arms...... 136 2.00 23 10% 20 ~~ 25 B-2 po te in earnings may be sus- 
tained. 
‘Square D........ 1.17. 3.00 34% 18% 30 1.75  B-® Expanding in aircraft field. 
*UnitedEng. &Fdy. 3.82 NF 351% 253%, 33 2.50 A-2 Expected to maintain at least 50 
cents quarterly. 
Van Norman 
Mach. Tool. .... 3.41 NF 32 20 25 2.00 B-2 Expanding. Prospects bright. 
Walworth......... def. NF 9% 4 5 A-3 Likely to report a profit for last 
year. 
Wayne Pump...... 3.68¢ 3.00¢ 325% 20 22 1.50 B-3 Lower dividends paid last year 
reflect smaller earnings. 
TWest. El. & Mfg.. 3.38 5.00 121 821, 108 3.50 B-2 Further imp t cted. 
tWeston Elec. Instr.  .70 NF 2814 1014 27 1.00 B-2 Year-end dividend double the 
previous year's. 
Worthington Pump. nil NF 231% 10% 19 A-3 Current orders well ahead of last 
year. 
Business 
Add —_ : 
Multigraph. Bees 1.20 1.30 27% 15% 18 1.05 B-3 Continuance of 35 cents quarterly 
expected. 
*Burroughs Adding. .54 NF 18%, 11 12 .40 B-3 No near-term change ia regula: 


10 cents quarterly anticipated. 














was responsible for the sharp upturn 
in the demand for the products of 
the railroad equipment companies. 
Sufficient orders were filled before 
the year-end to lift earnings and 
dividends above those reported for 
1938. Some orders, however, have 
been carried over into 1940 and de- 
liveries on these will tend to bolster 
the showing for the first quarter. 
Beyond this the outlook becomes 
less certain. All depends upon the 
volume of traffic. So far, there ap- 
pears to have been no disposition on 
the part of the railroads as a whole 
to anticipate a larger volume. They 
are waiting to see it actually de- 
velop. If it does, or at least shows 
more definite signs of doing so, then 
one can reasonably expect a resump- 
tion of equipment buying. 

The farm and business equipment 
companies were exceptional in that 
they did not fare as well last year 
as in 1938. The farm division closed 
the year with something of a spurt, 
but it was unable to offset the pre- 
vious poor period and the volume 
of sales for the whole of 1939 was 
below that of 1938. Profits, how- 
ever, showed an even greater decline 
owing to lower selling prices and be- 
cause of losses on foreign exchange. 
The higher farm income that is indi- 
cated favors some improvement, al- 
though no definite appraisal of the 
vutlook can be made until after 
March when something will be 
known of crop prospects and the 
possibility of drouth. 

The factors affecting the business 
equipment companies make for a 
complicated situation. They have 
been helped by better domestic busi- 
ness and will continue to be so 
helped. But their foreign and ex- 
port business is important. The war, 
which calls for additional record- 
keeping of many kinds, has stimu- 
lated the need for business equip- 
ment in some places. On the other 
hand, the financial repercussions of 
the war — falling foreign exchange 
rates, additional restrictions on 
transfers and the like — must be 
considered definitely adverse. Then 
too, although the new social security 
and labor laws are necessitating in- 
creasing records of wages and hours, 
these additional duties have not as 
yet become sufficiently burdensome 
to warrant extensive purchases of 
new record keeping devices. Hence, 
the net outlook remains cloudy. 
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Position of Leading Equipment Stocks 
Business (Cont'd.) 
































































































































Earned Per Price Range Divs. 
1939 Recent Paid Market 
Company 1938. 1939E High Low Price 1939 Rating COMMENT 
i .cOt B-3 Margin of earnings over cash divi- 
*Int'l Bus. Mach.... 10.63 11.00 19534 145 175 6.00} pt mathe meme dng 
Nat'l Cash Register. 1.47 1.20 261, 144%, 15 1.00 B-3 cote business complicates out- 
ook, 
Pitney-Bowes......  .65 65 83/, 514 7 .50 B-3 No change in dividend expected, 
i 5 : B-3 Lower earnings reported for the 
Remington-Rand... 2.32d 59d 1714 9% 10 80 i ee TT 
year. 
s i -3 Som rnings improvement like- 
Royal Typewriter... 4.70e 5.17e 71 45 57 3.00 B-3 Dy phe: I eeroremae tr 
Smith & Corona : 
3 .50 B-3 Should pay at least as much this 
re -96f 21 11% 11 Te 
. B-3 Lower dividends paid last year 
>? ss ” - = . ” soleus decline in earnings. 5c 
payable Feb. 1. 
a ~ og — 2.30 66 3414 40 2.00 B-3 Unsettlement abroad an adverse 
See eae eee E ee 
Railroad 
- rth tras in addition to 25 
*Am, Brake Shoe.. 1.03 2.30 57%, 313%, 40 1.25 B-2 ae Pvanag Bi 
tAm., Car & Fdy... nilg def.g 4014 16%, 27 B-2 Orders greatly increased. 
i th 
Am. Locomotive... def. def. 30% 13 20 B-2 -— pone arrears on the 
; oe Understood to h peri d 
tAm. Steel Fdries.. def. NF 41 201% 28 B-2 yo -eecclhedery he gg 
quarter of 1939. 
Baldwin Locomotive def. NF 21%, 914 15 B-2 Large increase in orders. ; 
*Gen. Am.Transp.. 2.91 NF 65 40 52 2.371% B-2 Order backlog is substantial. 
i 1 17 B-2 Will show black figures for last 
Gen. Rly. Signal... def. NF 28 121% — 
Lima Locomotive... def. NF 407, 20%, 26 B-2 oo believed to have im- 
- \o t of $1 some- 
Nat'l Malleable.... def. NF 35% 14%, 23 1.CO B-2 be poe Magee nM uae 
tN. Y. Air Brake... def. NF 62 27 46 1.00 B-2 May continue 50 cents quarterly. 
Poor & Co. "B".... def. NF 16% 7 11 B-2 Dividend arrears on the Class A. 
Pressed Steel Car... def. def. 1614 6 12 B-2 Dividend arrears on the preferred. 
*tPullman........ 59 NF 41% 22% 28 1.00 B-2 Earnings recovering. 
Superheater....... -51 -75 3814 1914 26 .60 B-2 Registers some betterment. 
Symington-Gould, ; : _— 
. 3 1 8 B-2 Will report black figures for fisca' 
SSR NR 1.29 def.h 123% 4g ee 
*Union Tank Car... 1.16 1.30 24%, 201% 23 1.30 B-2 Dividends closely parallel! eam- 
ings. 
West. Air Brake. . . 32 NF 3714 181, 24 62% B-2 = has shown im- 
y c B-2 Should have no difficulty main- 
Youngst'nStl.Door. .07 1.50 34 17 25 1.00 ba a 
Agricultural 
“941 V 70 B-3 This year's div. must await devel- 
ee eer 8.896 NF 9414 631% eS 
y 3 -75 B-3 75 cents paid’ end of 1939 com- 
Deere & Co....... 2.436 NF 251% 153%, 20 oles Me pe oe ot Ose. 
*tint'l Harvester... 3.006 NF 1154 45% 55 1.60 B-3 Expectea to report lower earnings 
for last year. 
Currently doing better. Large 
Minn.-Moline.... . 126) nilb 63/4 25 4 B-3 arrears on the preferred. 
Oliver Farm Eq.... .17 NF 30 141g 19 B-3 Working capital position much 
improved. 
eee 
— i ible. E—Estimated. a—Year to Sept. 30. b—Year to Oct. 31. c—Year to 
Nove 39. gp Be ee oes 31. o--tentiniaie 3%. yg to June 30. g—Yearto April 30. i 
to Jan. 31. {—Plus payment in stock. *—R ded for i t+—Recommended for cyclica 
appreciation. *—Uninterrupted dividends over 10-year period. 
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Position of Leading Railroad Stecks 


Es the railroads, the year just 
ended was noteworthy for the sen- 
sational increase in the volume of 
trafic which took place in the last 
four months. It turned a year which 
promised to bring for the railroads 
as a Whole a deficit after charges 
into one in which the railroads may 
have earned charges with $100,000,- 
000 to spare. For some individual 
roads the freight movement was of 
record-breaking proportions. 

The progress that was made in 
1939 is readily apparent from a 
glance at the accompanying table. 
With operating expenses under bet- 
ter control, the roads were enabled 
to carry a surprising proportion of 
their increased gross down to net. 
In some cases there were even very 
substantial earnings on the common 
stock. Dividends tended higher and 
were in relation to the improved 
earning power. 

Yet, while the picture had its 
bright spots, it can be seen also that 
there are still many important roads 
which are not earning fixed charges. 
Indeed, we have removed from the 
table altogether a number of names 
on the ground that their common 
stock is valueless or nearly so. There 
will have to be further improvement 
of a fundamental nature before the 
railroad situation as a whole can be 
regarded as sound. 

So far as the movement of freight 
is concerned the present quarter 
promises well. Informed estimates 
are to the effect that carloadings will 
tun some 12% ahead of the first 
three months of 1939. On the other 
hand, while this is gratifying, the 
railroads’ problems are as much po- 
litical as they are economic. The full 
tegulation of water carriers, the res- 
toration to the railroads of the right 
to fix rates that will bring the maxi- 
mum traffic, and the speeding up of 
consolidation proposals, are among 
the major questions affecting the 
railroads that only politicians can 
solve. Whether anything actually 
will be done at this session of Con- 
gress only time can tell. The out- 
look, however, is at least hopeful. 
A number of bills are pending in 
Congress and it may well be that 
some legislation of benefit to the 
railroads will be passed this year. 
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Earned Per Price Range Divs. 
are Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating COMMENT 

Atchison......... .83 -80 42%, 21 23 B-3 Paid only $3.50 on the 5% non- 
cum. pref. last year. 

Atlantic Coast Line. def. 1.00 30% 15 19 B-3 Paid only $2.50 on the 5% non- 
cum. pref. last year. 

Baltimore & Ohio.. def. def. 83, 3% 5 B-3 Outlook for junior securities Is 
obscure. 

Bangor & Aroostook .33 -40 301 11) 13 2.37 B-3 Usual January payment omitted. 

° " Competitive conditions have be- 
come adverse. 

Canadian Pacific... _ nil 25 6% 314 5 B-3 Outlook improved, but war reg- 
ulations complicate. 

Cent.R.R.of N.J.. def. def. 121, 3% 5 B-4 Has filed to reorganize under 
Sec. 77 of Bankruptcy Act. 

*Ches.& Ohio.... 2.56 3.34A 4714 27 40 2.50 B-2 Seapreremnent may well be maine 
tained. 

Colo. & Southern... def. def. 8% 24, 4 B-4 Moderate improvement possible. 

Delaware & Hudson def. NF 28 12% 20 B-3 Report for last year should be 
much better. 

Del., Lack. & West.. def. NF 8% 3¥e 5 B-3 Some improvement has been 
shown, but long-term outlook re- 
mains obscure. 

BMG iii nccacecess ee def. 3 1 11% B-4 In process of reorganization. 

Great Northern.... 1.09 3.00 333% 16% 23 B-3 Earnings being qroteved for be 
impr t of property an 
finances. 

Wlinois Central..... nil NF 20% 9 12 B-2 Probably will renort something 
earned on the common for last 
year. 

Kansas City Southern __ nil nil 111% 51% 7 B-3 Dividend on 4% pref. about 
earned for last year. 

Lehigh Valley..... def. def. 6% 2% 3 B-4 Prospects quite uncertain. 

Louisville & Nash.. 2.31 6.00 67 3614 57 5.00 B-2 Substantial dividends follow sharp 
improvement. 

Missouri-Kans.-Texas def. def. 234 1 1 B-3 Outlook obscure. Large arrears 
on the preferred. 

New York Central.. def. NF 23% 1114 16 B-2 Likely to report small net income 
for last year. 

N.Y.,Ch.& St.L. def. NF 251 101, 17 B-2 May report a few cents earned on 
the common for last year. Ar- 
rears on the preferred. 

*Norfolk & Western 13.57 20.00 217 168 209 15.00 B-2 Enjoys high and well-sustained 
earning power. Dividends cor- 
respond. 

Northern Pacific.... def. def. 14%, a 8 B-2 Recent improvement has been 
substantial. 

*Pennsylvania. .... .84 2.20 2775/4 15 22 1.00 B-2 Continuance of improvement 
would warrant larger disburse- 
ments. 

Pere Marquette.... def. nil 19%, 71/2 10 B-4 Probably vill report for 1939 
something earned on the pre- 
ferred, on which there are divi- 
dend arrears. 

*Reading......... 35 1.50 223%, 101%, 16 1.00 B-2 Present improvement may well be 
sustained. 

Southern Pacific.... def. 1.50 215% 101/ 13 B-2 Although there will be earnings 
for last year, they are needed to 
bolster finances. 

Southern Railway... def. 1.00 23% 111, 18 B-2 Betterment likely to be sustained. 

*Union Pacific... .. 6.62 6.50 105 8114 93 6.00 B-2 No reason to expect change in 
present $6 dividend. 

Western Maryland.. nil nil 6%, 234 4 B-3 Large dividend accumulations on 


the first preferred. 





NF—No estimate possible. 


A—Actual earnings. 


E—Estimated. 


*—Uninterrupted dividends over 10-year period. 
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Danis a number of standpoints the 
public utility industry can look on 


1939 as a good year. The electric 
power division broke a number of 
records. More electricity was sold to 
more customers than ever before in 
history. Gross revenues are esti- 
mated at about 6% higher than in 
1938 and this was more than enough 
to offset lower average rates and the 


constantly increasing tax burden. 


Because of the great leverage to 
which most public utility common 
stocks are subject, the moderately 
larger net income had a pronounc- 
edly beneficial effect on per-share 
earnings. In consequence, a number 
of companies felt justified in raising 
dividends to their stockholders. 

There was progress also on what 
may be termed the political front. 
Congress restricted the use of PW A 
funds for the construction of facili- 
ties that would compete with private 
public utility enterprise. At the 
same time, the position of the Gov- 
ernment in regard to the industry 
tended to solidify, thereby removing 
at least a part of the uncertainty 
which has so plagued power com- 
panies under the New Deal. 

Unfortunately, however, a great 
deal of political uncertainty still re- 
mains. When Commonwealth & 
Southern turned over its Tennessee 
properties to T V A there was seem- 
ingly much goodwill on both sides. 
Later, it was rudely shattered by 
Government spokesmen who gave 
the impression that the war on the 
utilities is not yet over. There is 
also uncertainty in the possible ac- 
tions of the SEC. By refusing Con- 
sumers Power permission to issue 
$10,000,000 of bonds, the S E C took 
au attitude that will block a great 
deal of new public utility construc- 
tion. Then, too, there is uncertainty 
in what this same agency may do in 
regard to the “death sentence.” 

On the other hand, it would be a 
mistake to assume that political de- 
velopments must necessarily be un- 
favorable. They may actually be the 
reverse of this. One can only wait 
and see. In the meantime, there is 
considerable comfort in the thought 
that economically the public utili- 
ties promise to make further progress 
in 1940. 
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Position of Leading Publie Utility Stecks 














































































































Earned Per Price Range Divs. 
are Recent Paid Market 
Company 1938 1939E High Low Price 1939 Rating COMMENT 
Amer. & For. Pwr.. NF NF 3% 1% 2 B-3 Position improved, but fluctuating 
exchanges a complicating cn 
**Amer.Gas&El.. 2.23 2.60 40% 2934, 36 1.85 B-2 Should pay at least as much thi; 
year as last. 
*Amer. Lt. & Tract.. 1.47 1.60 18 13 15 1.20 B-2 30-cent p yeeoonsd being eamed 
with good margin to spare, 
Amer, Pwr. & Lt... nil .20 7 3% 4 ea B-3 oo better, but arrears on pre. 
reds, 
**Amer. Tel. & Tel. 8.16 9.23A 1711 148 170 9.00 B-2 Adding stations rapidly. N 
pike P a change in dividend expected, , 
Amer. Water Wks.. .38 85 145 814 11 B-3 Substantial improvement shown 
but resumption of dividends may 
be delayed. 
*Bklyn Union Gas.. 2.25 3.50 3014 1354 23 -50 B-2 Larger dividends might well resuli 
from continued betterment. 
ColumbiaGas&El.. .31 -60 9 5% 6 B-3 Doing better, but near-term pay- 
ment of dividends unlikely. 
**Commonw'IthEd. 2.37 2.40 321% 2556 32 1.65 B-2 ee internal position, Out. 
ook go: 
Commonw'lth&So..  .08 15 2% 1% 1 B-3 rrears on the —— totalled 
$15 as of 1/2/40, 
**Cons. Edison.... 2.09 2.20 35 27 31 2.00 B-2 ae depreciation cuts earning 
gains, 
**Cons. Gas of Balt. 4.06 5.00 8414 71 78 3.60 B-2 May not pay more, despite gain 
in earnings. 
*Detroit Edison.... 6.16 7.58A 125% 103 123 6.00 B-2 Margin of safety for $6 dividend 
increasing. 
Elec. Bond & Share. .18 NF 12% 6% 7 B-3 Utility Act obscures outlook. 
Elec. Pwr. i il H 6) 7 B-3 L rs on the preferreds to 
einen ” ” aes “ be liquideted before the common 
can expect anything. 
Fed. Lt. & Trac.... 1.98 3.00 1814 11 16 1.00 B-2 Last year's payment is conserve 
tive in relation to earning power. 
Int'l Tel. & Tel..... 1.10 NF 9%, 3% 4 B-3 Difficulties abroad cloud outlook. 
Laclede Gas Light.. def. def. 131% 7 9 B-4 Prospects obscure. 
* Ih 
Conia revindes 1.99 2.30 2014 15%, 20 1.50 B-2 No change in dividend rate an 
ticipated 
*Nat. Pwr. & Light.. 1.27 1.05 10 6%, 8 -60 B-2 Should have no difficulty main- 
taining 15 cents quarterly. 
Niag.-Hudson Pwr.. .50 -50 9% 53% 5 B-2 May make a moderate payment 
before the end of year. 
x* < *3 185 22 1.20 B-2 Makes special distribution o 
a a oe . Washington Rly. & Electric stock 
* i Ls FE 27) 33 2.00 B-2 Some major political uncertain 
ee ae _ a iad ties panna Dividend seem 
assured. 
**Pacific Lighting.. 4.18 4.30 50% 41 50 3.00 B-2 No change in 75-cent quarterly 
expected. 
Peopl , Lt & 
tae. ” . reece 2.48 2.80 45 3014 36 2.50 B-2 Expected to pay about the same 
this year as in 1939, 
**Pub. Serv.of N.J. 2.34 2.88A 41%, 3114 40 2.50 B-2 tr again raise dividend mod- 
erately. 
**Sou. Cal. Edison. 2.12 2.50 291%, 231% 30 1.75 B-2 Likely to pay at least $1.75 
during 1940. 
Stand. Gas &Elec... _ nil NF 4%, 2 2 B-4 Made some progress last yee, 
but outlook remains cloudy. 
pakant i i 3 1} 2 B-3 rrears on the preferred to- 
ee = = “ aed S84.12%4 as of 12/1/39. 
**United Gasimpr. .99 1.10 15 11 15 1.00 B-2 Safety increases for 25 cent 
quarterly. 
United, ~ = -~ nil NF 3 1 1 B-4 Large arrears on the preferred. 
. z 3 167 24 B-3 As suggested by F.C.C., merge! 
oe ee ae ae ' with Postal would be helpful. 
NF—No estimate possible. E—Estimated. *—R ded *—Uninterrupted divi- 


dends over 10-year period. 





A—Actual earnings. 


t—Plus payment in stock. 
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All Reeords Broken im Airerafit 


Ke the builders of airplanes, en- 
gines, propellers and aircraft equip- 
ment in general, the year 1939 was 
one of feverish activity and unpar- 
alleled prosperity. Despite the fact 
that manufacturing facilities were 
expanded and that many plants be- 
gn working two and three shifts, 
the backlog of unfilled orders con- 
tinued to mount. At the year-end 
they were in the neighborhood of 
$700,000,000, compared with about 
$175,000,000 at the beginning of the 
period. Although stockholders bene- 
fted, development costs and the 
need for additional working capital 
has tended to hold down dividends. 
Moreover, it may be assumed that 
with expansion as rapid as that 
shown here important inefficiencies 
have been inevitable. 

Nothing can cloud the immediate 
future. Looking a little further 
ahead, there is uncertainty indeed. 


How long will the war in Europe 
last? Will, or will it not, develop 
into an active struggle, accompanied 
by the destruction of enormous 
quantities of materials, including 
aircraft? Will there be any change 
of attitude on the part of our own 
Government either towards the war, 
or towards the profits made from 
supplying war materials? These are 
all questions which cannot be an- 
swered now, but which bear directly 
upon the aircraft manufacturing 
industry. 

Although war orders have concen- 
trated attention upon aircraft manu- 
facturers, the transport side of the 
industry must not be forgotten. 
Here, too, all previously existing 
records were broken. Passenger 
miles are estimated at about 665,- 
000,000 which compares with 476,- 
000,000 for 1938. There is every 
reason to expect further gains this 


year, for not only is air travel in 
itself becoming more popular but 
the transport companies are actively 
stimulating the demand by purchas- 
ing additional modern equipment. 
Orders for new equipment, indeed, 
are the largest in the history of the 
transport lines. Much will be deliv- 
ered in the next three or four 
months. It will be more comfort- 
able, faster, and more economical 
than the old. The fact that it will 
be more economical is important, for 
with the trend of traffic upwards 
more economical operations would 
seem to indicate substantially larger 
profits for stockholders. Although 
they have not done as well and al- 
though their immediate prospects 
are not as good as the manufactur- 
ing companies, the transport com- 
panies face a bright prospect and 
are not as subject to the uncertain- 
ties of war business. 





Position of Leading Aircraft and Aviation Stocks 





Earned Per 


are 
Company 1938 1939 (E) 


Price Range Divs. 
939 Recent Paid 
High Low Price 1939 


Market 
Rating 





American Airlines 


47 16%, 43 : A-2 


COMMENT 





Business and earnings trerd sharcly up 


Ad May b 





dividend paver before long. 





Beech Aircraft 


115% 3% 7 





‘ A-2 “Enjoys large potential business. 





LS ene ’ 


3614 15 19 Peet A-2 


Last year's earnings undoubtedly spurted. 





Bellanca Aircraft 


10% 4‘ yi Pee A-2 


May well make some distribution befcre end of year. 








Boeing Airplane 


3454 25 te 


Business large, but development expense and special charges 


cut earnings. 








tConsolidated Aircraft 





32% 26 id A-t 


Unfilled orders at the year-end probably were in the neighbor- 


hood of $40,000,000. 





Curtiss-Wright 


13% 10 reer A-1 


Having made regular payments on the Class A last year, may 
distribut thing on th in 1940. 











tDouglas Aircraft................ 


87%, 78 . A-1 


Year-end payment in 1940 may be larger than $3. 





Eastern Air Lines 


31% a7 pie A-2 A 


didate for dividends before long. 











Grumman Aircraft 


221%, 15 A 


Likely to pay more this year. 








Iving Air Chute............... é ; 


2234 16 


As3 


May be expected to do even better. 








tLockheed Aircraft 


36% 29 ; aa 


Sales may well rise above $50,000,000 this year, compared with 
about $35,000,000 in 1939, See rage 488. 








Glenn L, Martin................ 


453 37 .00 A-1 


Operations at capacity with large orders on hand. 





tNorth American Aviation........ 


2914 24 Aad 


Prospects favor larger payments this year. 





Pan American Airways........... 


19% 17 ase A-3 E 


hedules, but development costs are large. 








tSperry Corp 


51% 44 i A-1 


Potential busi 


almost unlimited under present conditions, 








Transcontinental & Western Air. ~. 


12% 12 


Nine months loss was smaller. 


May approach black figures for 


full year. 





tUnited Aircraft 


51 31 45 


All indications that more will be paid this year. 





United Air Lines 4 -10d 


16% 7% 


Making progress, but it must be sustained before dividends can 
be expected. 








NF—No estimate possible. (E)—Estimated. 
to Sept. 30. {—Plus distribution in stock. 


(A)—Actual. a—Year to September 30. 
t—Attractive for cyclical appreciation. 


b—First nine months. 


e—Year to Nov. 30. d—Twelve months 
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Moose a number of standpoints the 
public utility industry can look on 
1939 as a good year. The electric 
power division broke a number of 
records. More electricity was sold to 
more customers than ever before in 
history. Gross revenues are esti- 
mated at about 6% higher than in 
1938 and this was more than enough 
to offset lower average rates and the 


constantly increasing tax burden. 


Because of the great leverage to 
which most public utility common 
stocks are subject, the moderately 
larger net income had a pronounc- 
edly beneficial effect on per-share 
earnings. In consequence, a number 
of companies felt justified in raising 
dividends to their stockholders. 

There was progress also on what 
may be termed the political front. 
Congress restricted the use of PW A 
funds for the construction of facili- 
ties that would compete with private 
public utility enterprise. At the 
same time, the position of the Gov- 
ernment in regard to the industry 
tended to solidify, thereby removing 
at least a part of the uncertainty 
which has so plagued power com- 
panies under the New Deal. 

Unfortunately, however, a great 
deal of political uncertainty still re- 
mains. When Commonwealth & 
Southern turned over its Tennessee 
properties to T V A there was seem- 
ingly much goodwill on both sides. 
Later, it was rudely shattered by 
Government spokesmen who gave 
the impression that the war on the 
utilities is not yet over. There is 
also uncertainty in the possible ac- 
tions of the SE C. By refusing Con- 
sumers Power permission to issue 
$10,000,000 of bonds, the S E C took 
an attitude that will block a great 
deal of new public utility construc- 
tion. Then, too, there is uncertainty 
in what this same agency may do in 
regard to the “death sentence.” 

On the other hand, it would be a 
mistake to assume that political de- 
velopments must necessarily be un- 
favorable. They may actually be the 
reverse of this. One can only wait 
and see. In the meantime, there is 
considerable comfort in the thought 
that economically the public utili- 
ties promise to make further progress 
in 1940. 


470 


Position of Leading Publie Utility Stecks 

















































































































Earned Per Price Range > ty aise 
are t al arke 
Company 1938 1939E Hish Low Price 1939 Rating COMMENT 
Amer. & For. Pwr.. NF NF 3% 1% 2 B-3 Position improved, but fluctuating 
exchanges a complicating factor, 
**Amer.Gas&El.. 2.23 2.60 40% 293%, 36 1.85 B-2 Should pay at least as much thh 
ate year as last. 
*Amer. Lt. & Tract... 1.47 1.60 18 13 15 © °1.20 B-2 30-cent bye being earned 
with good margin to spare. 
Amer. Pwr. & Lt... nil .20 7 34 7 4 be B-3 Does better, but arrears on pre- 
ferreds. 
**Amer. Tel. & Tel. 8.16 9.234 17114, 148 170 9.00 B-2 Adding stations rapidly. No 
change in dividend expected, 
Amer. Water Wks.. .38 -85 145, 81 11 B-3 Substantial improvement shown 
but resumption of dividends may 
be delayed. 
*Bklyn Union Gas,. 2.25 3.50 30 135% 23 -50 B-2 Larger dividends might well resuli 
from continued betterment. 
ColumbiaGas&El.. .31 -60 9 7 om 5% 6 B-3 Doing better, but near-term pay- 
ment of dividends unlikely. 
**Commonw'IthEd. 2.37 2.40 324 255% 32 1.65 B-2 Improving internal position, Out. 
look good. 
Commonw'lth&So.. .08 15 2%, 1% 1 B-3 Arrears on the preferred totalled 
$15 as of 1/2/40. 
**Cons. Edison.... 2.09 2.20 35 27 31 2.00 B-2 haga depreciation cuts earning 
gains, 
**Cons. Gas of Balt. 4.06 5.00 8414, 71 78 3.60 B-2 May not pay more, despite gain 
in earnings. 
*Detroit Edison.... 6.16 7.58A 125% 103 123 6.00 B-2 Margin of safety for $6 dividend 
increasing. 
Elec. Bond & Share. .18 NF 12% 63% 7 B-3 Utility Act obscures outlook. 
lec. E ht. . i i 1 B-3 L arrears on the preferreds to 
ee - ” _ ” ? be liquidated before the common 
can expect anything. 
Fed. Lt.&Trac.... 1.98 3.00 18% 11 16 1.00 B-2 Last year's payment is conserve 
tive in relation to earning power. 
Int'l Tel. & Tel..... 1.10 NF %, 3% 4 B-3 Difficulties abroad cloud outlook. 
Laclede Gas Light.. def. def. 1314 7 9 B-4 Prospects obscure. 
*Louisville Gas & El. 
cA" _ he r ... 1.99 2.30 201% 153%, 20 1.50 B-2 No change in dividend rate an- 
ticipated. 
*Nat. Pwr. & Light.. 1.27 1.05 10 6% 8 -60 B-2 Should have no difficulty main 
taining 15 cents quarterly. 
Niag.-Hudson Pwr.. .50 -50 9% 5% 5 B-2 May make a moderate paymenl 
before the end of year. 
a* ae r 185 22 1.20 B-2 Makes special distribution o 
era. Sas asin i " Washington Rly. & Electric stock, 
**Pacific Gas & El,. 2.47 3.00 343, 27% 33 2.00 B-2 Some major political uncertain 
ties removed. Dividend seem 
assured, 
**Pacific Lighting.. 4.18 4.30 50% 41 50 3.00 B-2 No change in 75-cent quarterly 
expected. 
Peopl , Lt, & 
“Coke. ” ot iiaws 2.48 2.80 45 301%, 36 2.50 B-2 Expected to pay about the same 
this year as in 1939. 
**Pub. Serv. of N.J. 2.34 2.88A 4134 311% 40 2.50 B-2 — again raise dividend mod 
erately. 
**Sou. Cal, Edison. 2.12 2.50 2914 231% 30 1.75 B-2 Likely to pay at least $1.75 
during 1940, 
Stand. Gas & Elec... nil NF 4%, 2 2 B-4 Made some progress last yeal, 
but outlook remains cloudy. 
Lbeauisn i i 3 11 2 B-3 Arrears on the $7 preferred to- 
en -_ = ” talled $24.12% as of 12/1/39. 
**United Gasimpr. .99 1.10 15 11 15 1.00 B-2 Safety increases for 25 cents 
quarterly. 
Pwr. 
United, nid bas ‘ st nil NF 3 1 1 B-4 Large arrears on the preferred. 
Western Union.... def. 1.00 37 16% 24 B-3 As suggested by F.C.C., merge! 


with Postal would be helpful. 





NF—No estimate possible. 


dends over 10-year period. 


E—Estimated. 
A—Actual earnings. 


*—Recommended for income. 


*—Uninterrupted divi- 


t—Plus payment in stock. 
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Ex the builders of airplanes, en- 
gines, propellers and aircraft equip- 
ment in general, the year 1939 was 
one of feverish activity and unpar- 
alleled prosperity. Despite the fact 
that manufacturing facilities were 
expanded and that many plants be- 
gan working two and three shifts, 
the backlog of unfilled orders con- 
tinued to mount. At the year-end 
they were in the neighborhood of 
$700,000,000, compared with about 
$175,000,000 at the beginning of the 
period. Although stockholders bene- 
fited, development costs and the 
need for additional working capital 
has tended to hold down dividends. 
Moreover, it may be assumed that 
with expansion as rapid as that 
shown here important inefficiencies 
have been inevitable. 

Nothing can cloud the immediate 
future. Looking a little further 
ahead, there is uncertainty indeed. 


All Reeords Broken im Aireraft 


How long will the war in Europe 
last? Will, or will it not, develop 
into an active struggle, accompanied 
by the destruction of enormous 
quantities of materials, including 
aircraft? Will there be any change 
of attitude on the part of our own 
Government either towards the war, 
or towards the profits made from 
supplying war materials? These are 
all questions which cannot be an- 
swered now, but which bear directly 
upon the aircraft manufacturing 
industry. 

Although war orders have concen- 
trated attention upon aircraft manu- 
facturers, the transport side of the 
industry must not be forgotten. 
Here, too, all previously existing 
records were broken. Passenger 
miles are estimated at about 665,- 
000,000 which compares with 476,- 
000,000 for 1938. There is every 
reason to expect further gains this 


year, for not only is air travel in 
itself becoming more popular but 
the transport companies are actively 
stimulating the demand by purchas- 
ing additional modern equipment. 
Orders for new equipment, indeed, 
are the largest in the history of the 
transport lines. Much will be deliv- 
ered in the next three or four 
months. It will be more comfort- 
able, faster, and more economical 
than the old. The fact that it will 
be more economical is important, for 
with the trend of traffic upwards 
more economical operations would 
seem to indicate substantially larger 
profits for stockholders. Although 
they have not done as well and al- 
though their immediate prospects 
are not as good as the manufactur- 
ing companies, the transport com- 
panies face a bright prospect and 
are not as subject to the uncertain- 
ties of war business. 





Position of Leading Aircraft and Aviation Stocks 
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Earned Per Price Range Divs. 
hare 1939 Recent Paid Market 
Company 1938  1939(E) High Low Price 1939 Rating COMMENT 

American Airlines...... . . tae 73 4.00 47 16% 43 A-2 Business ond earings trend sharcly upwards. May b a 
dividend paver before long. 

Beech Alrerelt..............050- def.a def.a 1154 3% 7 A-2 Enjoys large potential business. 

SS ee nee : 23 NF 3614 15 19 A-2 Last year's earnings undoubtedly spurted. 

Bellanca Ajrcraft............... 99 NF 10% 42 7 A-2 = May well make some distribution befcre end of year. 

Boeing Airplane................ def. def. 3454 163% 25 A-2 Business large, but development expense and special charges 
cut earnings. 

tConsolidated Aircraft........... 2.55 NF 32%, 151% 26 A-1 Unfilled orders at the year-end probably were in the neighbor- 
hood of $40,000,000 

er «17 -38b 13% 4%, 10 A-1 Having made regular payments on the Class A last year, may 
distribut thing on th in 1940. 

Douglas Aircraft................  3.%6e 5.00c 87%, 55 78 3.00 A-1 Year-end payment in 1940 may be larger than $3. 

Eastern AirLines................ -85 NF 31% 121%, 27 RES A-2 = A candidate for dividends before long. 

Grumman Aireraft............... 1.30 NF 2214, 12 15 1.05 A-2 Likely to pay more this year. 

Iving Air Chute............... 2.02 2.50 22%, 1454 16 1.25 A-3 May be expected to do even better. 

tLockheed Aireraft.............. .67 4.05A 36%, 181, 29 1.00 A-1 Sales may well rise above $50,000,000 this year, compared with 
about $35,000,000 in 1939, See rage 488. 

{Glenn L. Martin................ 2.45 1.38b 4554 26% 37 1.00 A-1 Operations at capacity with large orders on hand. 

tNorth American Aviation....... . 55 1.476 291%, 125 24 1.40 A-1 Prospects favor larger payments this year. 

Pan American Airways........... .03 NF 19% 9% 17 A-3 E di hedules, but devel t costs are large. 

MEDORY COND. <.. oes ioe ck cin 2.46 NF 51% 36 44 2.00 A-1 Potential business almost unlimited under present conditions. 

Transcontinental & Western Air... def. def.b 12% 6% 12 A-2 tee months loss was smaller. May approach black figures for 
ull year. 

tUnited Aircraft................. 2.05 3.10 51 31 45 2.00 A-1 — Allindications that more will be paid this year. 

United Air Lines................ def. -10d 164 Th 15 A-2 


Making progress, but it must be sustained before dividends can 
pected. 








(E)—Estimated. 
t—Plus distribution in stock. 


NF—No estimate possible. 
to Sept. 30. 











(A)—Actual. a—Year to September 30. 6—First nine months. ¢c—Year to Nov. 30. d—Twelve months 
t—Attractive for cyclical appreciation. 











As the Trader Sees Today's Market 


— Price Trends as Check on Fundamentals 


— Seven Groups and the Market 


BY FREDERICK K. DODGE 


| action has a way of forecasting dividend 
changes that is frequently more reliable than the trends 
apparent in industry. In a good many issues, of course, 
the market responds to other impulses than the hope of 
dividends, but even the most speculative stocks are influ- 
enced by earnings prospects which might some day 
become cash disbursements. And the particular virtue 
of checking market behavior as well as fundamental 
industrial trends is its timeliness. A hint of good or bad 
news ahead is far more useful than the most complete 
details after it has become visible to all. 

Seven groups covered in the preceding Dividend Fore- 
cast section are therefore charted on the opposite page. 
Their action is laid against that of the index of 309 com- 
mon stocks with the purpose of detecting any significant 
discrepancies while they are taking place, and if possible, 
of interpreting their messages as to future earnings and 
dividends. 

It must be realized that this is not an attempt to fore- 
cast either general business conditions or general market 
action. In discussing these groups, relative behavior is 
examined most closely, although there is no reason why 
clues to broader questions should not become apparent 
to readers who take the time to study group action. 
In any event, it should also be remembered that there 
always comes a time when good action turns bad or bad 
turns good. Opinions formed now may be worthless in a 
few weeks if conditions change quickly enough. 

Yet most trends must be credited with the ability to 
continue, unless some convincing evidence to the con- 
trary can be seen. Last July, for example, we examined 





Group Volatility in Terms of Market as a Whole 


1937 high 1938low 1938 high 
t 


°o to to to 
1938low 1938high 1939low 1939high swings 

Market index J 1.00 1.00 1.00 1.00 
Agricultural Implements J .67 1.15 1.09 98 
SA ee 1.90 88 e 1.29 

-92 *1.20 “ -88 
é 1.€1 1.18 1.08 
Public Utilities.........  . 91 91 ° .87 
PII So 6556-05000 J 99 1.20 x 1.35 
Reil Equipment ° 1.55 1.32 1.54 


*—Actual extremes of 1939 range not used, since the high was made at the 
beginning and the low at practically the end of the year. 


1939low Average 
—four 





the same seven groups. There was no war then, but the 
market had already pointed out certain directions it was 
likely to take. In five groups there was nothing to sug- 
gest a decided divergence from the broad market, but 
two were in separate classes—one pointing upward and 
the other downward. 

In one case we had this to say in the July 29th issue: 
“The trend of the Business Machines group over the 
past twelve months has been definitely downward, de- 
spite the encouraging action of one or two individual 
issues contained in it. .. . The poor technical action is 
undoubtedly due in some part to the dependence of this 
industry on foreign markets, and the period of war scares 
may end without warning, thus easing the pressure on 
the office equipments, but until some improvement be- 
comes apparent in the market for these stocks it will be 
necessary to allow for the special factor of European 
unrest in predicting dividend policies.” This group has 
consistently worked into new low ground since then and 
is now below any levels seen for several years. 

It is entirely possible that the Business Machines are 
at a point where they have discounted all adverse factors 
in their business. The individual stocks may number 
several outstanding bargains. At least we know that 
the selling in December was temporarily overdone, in 
connection with establishing tax losses, since this was the 
only one of the seven groups to hold higher in mid- 
January than at the year-end. But evidence that the 
long decline in relation to the market as a whole has 
ended is still lacking. Looking back at the successive 
new lows set in 1939—in April, July, September and 
December—it is clear that any one of them might have 
marked the end of the bear phase; but hunches on that 
subject would have been hazardous. 

Despite the piciure of lower tops and bottoms, two 
points can be made in favor of the Business Machines. 
First—the bad news is entirely out in the open, and any 
major change in the war status is likely to be in their 
favor. Second—the deflation which has been going oD 
in these stocks for many months is normally warrant 
for increasing confidence that the bottom is near. Noth- 
ing in the technical action, however, encourages this hope 
as yet. 

The Aviation goup is a striking reverse of this picture 
in almost every way, just as it was last July. At that 
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time we said: “The markdown since January has appar- 
etly been in response to general market and technical 
factors, and it might safely be assumed that its extent 
has been sufficient to permit the group to go ahead once 
more When conditions become more favorable. Over 
the past few months the action has resembled consolida- 
tion and possibly some scattered re-accumulation rather 
than large scale distribution.” From an index of 138 at 
that time the group skyrocketed to 210 in November, 
afar wider gain than that of the broad market index 
fom 56 to 73. 

The Aviation group is the only one of those examined 
here which showed a net gain on the year, up 8.5 per cent 
over the 1938 close. It also has the distinction of a recent 
new high above any ever before set, and even in mid- 
January was selling higher than the 1937 top, at a time 
when Business Machines were below the 1937-38 low. 
4nd like the other trend, that in the Aviation group has 
shown no signs of ending. 

Also like the other situation, however, is the fact that 
each extension of the trend makes it a little less safe to 
follow blindly. The good news, too, is well known and 
the only major changes in its complexion must be for the 
worse. It would seem like a sensible course to allow for 
very wide swings in the aircrafts from this point on, 
without attempting to pick the point that will later 
prove to have been the absolute top. As in the case of 
the Business Machines, there is no technical evidence 
that the trend has reversed. Meanwhile, the superior 
market action of the group last summer has been justi- 
fed not only by the pickup in business and earnings but 
also by substantial dividend declarations on the part of 
everal leading companies in the industry. 

The accompanying table gives an idea of the larger 
moves each group has registered over the past few years. 
The swings are laid against those of the broad market 
index in order to determine both volatility and compara- 
tive ground lost and gained. Any group which exactly 
paralleled the market’s action would receive an index of 
00 on each swing. An index of 1.02 indicates a move 
equal to 102 per cent of the broad market’s, while one 
of 0.96 means that the move has been only 96 per cent as 
wide as the average. 

It is not surprising to find Aviation ranking high in 
average volatility, but the figures on Business Machines 
ueed some interpretation. Rallies in the course of this 
group’s action were rather restricted, not timed with 
those in the general market, and therefore not strictly 
comparable to the moves of the other groups. The 
average figure for volatility is substantially lower than 
it should be because of these factors, although the group 
isnot ordinarily one of the wide swingers. 

Rail Equipments, of course, rank up near the top in 
any calculation of market swings, even surpassing the 
Aviation group in this respect. Although the group was 
lower at the end of 1939 than at the beginning, declining 
18.6 per cent against a loss in the market index of only 
11.8 per cent, the September action was among the most 
spectacular. Included in the reasons for this, of course, 
aside from the fact that the Rail Equipments always 
move rapidly, were their war baby aspects and the sud- 
den pickup in locomotive and freight car ordering. 

Like the Rails, this group started from a strong base 
lormed in the spring and (Please turn to page 514) 
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Investing in Growth Industries 


Two Suggested Portfolios 


BY J. S. WILLIAMS 


Ovex the past year and longer there has been a marked 
revival of investment and speculative interest in the 
so-called growth type of common stock. Obviously 
growth is by no means a new investment factor. What 
appears to have been taking place, however, is a growing 
appreciation of the important role played by corporate 
growth in the success of common stock investment 
undertakings. 

Growth is, of course, a tangible measure of progress 
and, other things being equal, the shares of a growing 
company promise more substantial investment returns 
than the shares of a company with static or retrogressive 
characteristics. Growth in itself, however, does not by 
any means guarantee the investor of steadily increasing 
earnings and dividends. In fact there are not a few 
instances of companies which have grown, to be sure, but 
which today would doubtless find their operations on a 
more profitable basis if their growth had been arrested 
some years ago. 

Mere growth in size is not 


other similar efforts were made to acquire a substantial 
measure of independence from suppliers outside of its 
own corporate family. On the face of it the idea seemed 
praiseworthy enough. In the ensuing years, however, it 
was the source of an industrial headache and managerial 
disruptions, to say nothing of a heavy toll in financial 
losses directly traceable to the attempts toward vertical 
integration. In some industries, of which a notabk 
example is the oil industry, integration is both logical 
and desirable and has worked out to the advantage of 
most of the leading oil units. In other industries a certain 
degree of flexibility and independence is a greater ad- 
vantage than integration. 

Many investors reason that young companies identi- 
fied with new industries offer irresistible inducements 
in the way of potential growth and increasing profits 
“Getting in on the ground floor” is the way they describe 
it, a timeworn phrase based largely on fallacious reason- 
ing. It is true that small companies have grown to 





enough and a company may 
well bog down under the burden 
of diminishing returns. Several 
of the leading variety chain store 


groups are currently sharing this 


Issue Price 


Recent 


Selected Investment Issues with a Strong Growth Factor 


Divs. 
Paid 
1939 


1939-40 
Price Range Earned Per Share 
High Low 1937 1938 19397 Industry 





latter experience. Justly boast- re 


7114 53 $2.38 $2.31 $3.00 $2.05(a) Pharmaceuticals, chemicals. 





ing itself to be the “world’s larg- prea age oa 


15514 90 13.29 5.13 15.00 6.00(a) Aluminum. 


—_ 





est department store,” R. H. 


Dow Chemical 
Macy & Co.’s record in recent —"—**" 


14912 10114 3.91 3.76 5.00 3.00 Chemicals, metals. 





; : RES. 180 
years attests the managerial and 9%" Pons E-! 





operating difficulties which may — Esman Kodak 


Chemicals, nylon, cellophane, 
paints, rayon, etc. 


188%, 126% 3.74 8.00 7.00 





186% 1381 4 7.54 7.50 6.00 Photographic materials, rayon. 








arise in the wake of growth {ocgichinn 


371% 21 1.55 ; 2.60 1.38 Foodpacking machinery. A? 





} > 2, 4 3 € y rf y 31Z 
directed principally toward size ly 


445 31 1.40 1.40 Electrical equipment. 





and scope. —— 
P General Foods 


48, 36% 3.00 2.25 Branded foods, frozen foods 





The late ’20’s produced among aon, 
other mistakes of the times an Sees! Moton 


Automobiles, aviation, diesel, 
etc. 


56% 363 4.00 3.50 


——— 








era of considerable vertical in-  \onsento Chemical 


114% - 85% : 4.4 ‘ 3.80 3.00 Diversified chemicals, plastics, — 








tegration among industrial Or-  \ontgomery Werd 


57%, 4014 “3.41 5.00 7 1.25 Mail order and department store. 











ganizations and a lot of it turned a 
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yecome industrial giants and founding shareholders 
profited handsomely, but for every one of these successful 
companies it is safe to say that literally thousands fell 
py the wayside, leaving “ground floor” entrepreneurs 
vith nothing more to show for their efforts than an 
mgraved certificate without value. 

Another pitfall for the investor seeking a stake in 
wrporate growth is the company that not only grows 
put grows too fast. So fast, in fact, that it is stricken 
vith growing pains. These pains usually develop as a 
sult of inadequate working capital, lack of sufficient 
slant space and other deficiencies. To remedy them may 
quire new financing or bank borrowing, and result in 
wstly production delays and unusual expenses. In time 
these problems may be overcome, but meanwhile stock- 
jolders’ interests may have been adversely affected. 

All of which is pointed out here to emphasize that the 
ilure of the “growth factor” may under various circum- 
tances turn out to be anything but. It requires much 
nore than the appearance of growth to produce the 
ewards of planned growth. 

Nor is it necessary for the investor seeking out the 
sowing companies to go very far afield. Many of the 
oldest and largest corporations are to be found among the 
ompanies rated as having strong growth potentialities. 
In the front rank of these companies are the leading 
chemical manufacturers, a group which for obvious rea- 
ons has one of the strongest claims to growth potentiali- 
tie. Growth has in fact been the most characteristic 
ature of the chemical industry. It is an industry which, 
in both good times and bad, has spent, or perhaps it is 
nore correct to say invested, millions of dollars annually 
in research and technical exploration. In its field the 
industry regards nothing as impossible and on the face of 
its record it is hard to refute this optimism. In the 
aboratories of the chemical industry have been devel- 
oped many of the processes and products which today 


are accepted as commonplace. To name only a few— 
rayon, plastics, cellophane, coal tar derivatives, ethyl 
gasoline, solvents and synthetics. Chemical products in 
one form or another are consumed in virtually every 
industry, on the farm and in the home. The industry 
has created and continues to create new markets and if 
it is true of any industry that its horizons are without 
limit, it is true of the chemical industry. 

As might be expected, this industry offers a wide choice 
of common stocks for inclusion in a growth portfolio. 
The investor, however, will not be long in noting that 
the shares of leading chemical companies are accorded 
a very generous market appraisal in relation to earnings 
and dividends. In fact, this is generally true of the 
shares of any company justly rated as having well 
founded growth potentialities. If, however, the capitaliza- 
tion of earnings and dividends in the chemical group 
appears even more substantial than in other groups, the 
willingness of investors to pay this premium may be 
accepted as evidence that the future of these companies 
has been given a unanimously favorable verdict. 

Another industry which has achieved outstanding suc- 
cess in research activity and in the development of new 
products is the electrical equipment industry. Leading 
manufacturers of electrical equipment, machinery and 
appliances, with admirable foresight, have sought to 
serve both industry and the individual consumer, with 
the result the sale of such products as refrigerators, 
stoves, washing machines, radios and other appliances 
which make life easier and more comfortable in the 
average home now account for an important share of 
the total volume of the business of these companies. 
General Electric points with particular pride to the fact 
that a substantial portion of its business in recent years 
was contributed by products which were not yet on the 
market twenty years ago. Also in bidding for the custom 
of the individual consumer, these electrical equipment 

companies have introduced an 
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more dependent upon the sale of 
industrial equipment. 
In the accompanying lists of 
investment and speculative sug- 
gestions among growth type of 
becssist common stocks, the reader may 
Diesel engines. question the omission of com- 
panies engaged in the manufac- 
ssa aiiiieaiintiins ture of aircraft. Admittedly this 
— is one of the fastest, if not the 
Renn Cee fastest growing industry in the 
United States today. Rearma- 
ment in the United States and 
oe saainien sales to foreign countries are 
Tires, mechanical rubber goods. | the major impetus behind this 
ve growth. To that extent, the 
presence of an uncertain and to 
(Please turn to page 515) 
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Baldwin Locomotive 


A Speculative Stake in Armaments, Rail Equipment and Machinery 


BY ROGER CARLESON 


QO. all railroad equipment companies Baldwin Loco- 
motive holds a truly unique position. The reason is not 
hard to find, since this company is not only a major 
manufacturer of locomotives, but through a controlling 
interest in the Midvale Co. has a large and profitable 
stake in one of the best armament units in the country. 
Less important subsidiaries, such as the Baldwin- 
Southwark Corp., further diversify the company’s activ- 
ity by giving it an interest in heavy machinery. Thus 
Baldwin’s revenues might be said to be derived from 
three major sources dependent both upon peace and war. 
Assuming that each of these divisions simultaneously 
got into volume production it seems fair to presume that 
earnings on the common should be substantial. Just 
what are the chances for such a development? 

First of all Baldwin is solely dependent upon heavy 
industrial activity and armaments. In other words it 
makes only durable goods, and orders for its products 
can only be stimulated by activity in this branch of our 
national economy. Take locomotives to start with. 
Today only about 10 per cent of the locomotives in ser- 
vice have been acquired within the past decade, which 
indicates that the locomotive inventory is indeed low. 
Any pick-up in carloadings, such as occurred during the 
last war, would therefore bring about an immediate 
demand for locomotives by the nation’s railroads. World 
war experience showed that some 19 per cent more traffic 
was handled in 1916 than in 1914. When the United 
States entered the war traffic jumped in the years 1917 
and 1918 some 40 per cent on the average. Since in 
1914 approximately 57 per cent of the locomotives on 
line had been purchased within the past ten years the 
contrast with present conditions is readily apparent. 
Therefore from a purely statistical standpoint the possi- 
bility of a boom in locomotive requirements is enormous. 
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Aside from potential domestic demand for locomotives 
there is an excellent possibility that exports of American 
equipment will gain during the duration of the war. 
Experience in the last World War makes this a fairly 
safe assumption. For instance, during that historic 
period locomotive exports were as follows: In 1914 some 
332 were shipped abroad, and by 1915 this figure was 
virtually doubled to 662, in 1916 it grew to 894 and by 
1917 to 1,840 and in 1918 was 1,109. Though it is un 
likely that this experience will be duplicated during the 
present conflagration, since Russia in the last war was a 
large buyer, the possibilities are nevertheless consider- 
able. In addition there is the South American market 
which at present is largely dependent upon American 
built equipment, since Great Britain and other European 
manufacturers are to a large extent eliminated for the 
moment from selling in this territory. 


Effects of Last War 


During the last war many railroad equipment manv- 
facturers as well as heavy machinery companies cot- 
verted a section of their plants over to the production 
of munitions. Baldwin was one of these companies, and 
the experience gained then could be used once mort 
should a similar occasion arise. However, during the last 
world conflict Baldwin did not have an interest in Mid- 
vale, which at the outbreak of the present war was 
engaged in filling large orders for the account of the 
United States Government. This unit makes armo! 
plate and ordnance such as gun forgings and guns, 8 
that the current naval program has resulted in a sub- 
stantial amount of business. 

Looking at Baldwin’s locomotive prospects purely 0! 


the basis that no war existed the outlook becomes les Ff 
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dear. The very nature of this industry depends funda- 
mentally upon satisfactory business conditions through- 
out the country, and this in turn means carloadings. 
During the past two decades other forms of transporta- 
tion, such as the automobile and airplane, have reduced 
ail traffic drastically. Consequently during periods of 
inactivity expenditures for rail equipment are cut to the 
bone, and only when a period of prosperity is in full 
bloom are purchases made. As a result of this sharp 
bulges in earnings occur, only to be followed by quite 
long periods of continuing deficits. In a word this com- 
pany is at the mercy of cyclical fluctuations. 

In order to stimulate business, however, Baldwin and 
other locomotive manufacturers have introduced Diesel- 
ied engines, which in switching service have reduced 
costs as much as 25 per cent. Baldwin at present is 
working on its first mainline Diesel locomotive. The 
net effect of more efficient tractive power is already 
being shown by the ability of railroads generally to carry 
increases in gross revenues down to net income, whereas 
in 1937, regardless of increased traffic, this was not pos- 
sible. Thus the reason for this improvement is ascribed 
not so much to better control over expenses, but rather 
to the replacement of steam power with Diesel power. 
This has meant savings by running longer trains and has 
cut down the need for double-heading. 

During 1939, 375 locomotives were ordered by rail- 
rads in this country, and the total for the year, includ- 
ing foreign orders, was 471. These figures compare with 
287 locomotives ordered in 1938 and 481 in 1937. Of 
this domestic business during 1939 Baldwin was awarded 
orders for 41 steam engines and six Diesels, ranking 
third after American Locomotive. Leading the field was 
4 comparative newcomer, Electro-Motive Corp., sub- 
sdiary of General Motors, which booked 105 Diesel- 
electrics. Total value of these orders approximated 
$30,000,000 with an indicated carryover into 1940 of 
some $12,000,000. Baldwin, however, received the lion’s 
share of export business with orders for 25 steam 
locomotives. 

But one of the chief attractions of Baldwin is its 
8145 per cent interest in the Midvale Co., which at this 
Writing is selling around 112 a share, having covered a 
range from a low of 9014 to 12434 during the last year. 
Its 122,900 shares of Midvale stock have a current mar- 
ket value in excess of $12,000,000 and during the past 
year dividend payments amounted to $6.50 a share. 
The actual return to Baldwin from this holding thus 
tame close to $800,000 during 1939—and not the con- 
siderably larger amount mentioned in our issue of 
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January 13. But it means 
about 78 cents a share on 
Baldwin’s common stock and 
has been important in the com- 
pany’s recent gains in the profit 
and loss column. 

In addition to ordnance and 
armor plate Midvale makes 
steel and iron castings, carbon 
tool steel, stainless steels, and 
high speed drill steels required 
for various kinds of mining 
operations. All types of forg- 
ings are produced, while the 
manufacture of locomotive 


Nesmith Photos 


In the Baldwin plant, 
skilled craftsmen, work- 
ing from blue prints, 
make wooden patterns 
for parts to be cast in 
steel. Other steps shown 
in the making of a loco- 
motive are mounting 
counterweights on drive 
wheels, drilling _rivet 
holes in the steam dome, 
lowering the engine onto 
its wheels, final assembly 
work, and the finished 
locomotive, cab in front, 
ready for delivery to 
Southern Pacific for 
mountain service. 


driving wheels fits into Baldwin’s special field of activity. 


As already mentioned the next most important sub- 
sidiary is the Baldwin-Southwark Corp., which in turn 
completely controls De La Vergne Engine Co. and I. P. 
Morris & De La Vergne, Inc. This division makes power 
tools, hydraulic presses, hydraulic turbines and pumps 
for special types of work. The De La Vergne unit is a 
sales division for Diesel engines for industrial and marine 
use. It also sells refrigeration and air conditioning equip- 
ment. Other divisions, such as Cramp Brass & Iron 
Foundries Co., make and sell special alloys made into 
castings, while the Whitcomb Locomotive Co. produces 
industrial and electric trolley locomotives. In all there 
are seven subsidiary companies. In 1929 Baldwin ac- 
quired 100,800 shares of General Steel Castings, a maker 
of intergral steel castings. Other companies owning 
stock in this organization are Pullman, American Loco- 
motive and American Steel Foundries. 


The New Capital Structure 


Following Baldwin’s release from reorganization in 
1937 the company’s funded debt has since consisted of 


two bond issues. As of December 31, 1938, there were 
$2,613,000 first mortgage 5’s due May 1, 1940, and 
$6,470,900 convertible 6’s due 1950. The latter is con- 
vertible into common stock at the rate of 65 common 
shares for each $1,000 bond until 1945. Thereafter the 
conversion privilege is reduced to 55 shares of common 
per $1,000 bond until maturity. Interest on these con- 
vertible bonds due from March 1, 1935, to, and including, 
September 1, 1937, when reorganization of the company 
was in progress, was paid in preferred stock rather than 
in cash shortly after the new set-up was approved by 
the court. Likewise interest due March 1, 1938 and 
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1939, and September 1, 1938 and 1939, was paid in pre- 
ferred stock. In 1937 need for additional working capital 
led the company to borrow $4,500,000 from the banks, 
but in the following year this loan was _ reduced 
to $100,000. 

In the 12 months ended September 30, 1939, net 
income for Midvale amounted to $1,671,608 against 
$867,401 in the same part of 1938. This was equivalent 
respectively to $8.36 and $4.34 a share. Though final 
earnings for 1939 have not yet been reported indications 
point to better results than the record year of 1930, when 
the equivalent of $7.02 a share was shown on the com- 
mon stock. The next best year was 1929 with earnings 
equal to $6.84 a share and then 1937 when $6.71 a share 
was reported. The year 1932 is the only annual period 
since 1927 in which a deficit was reported on the com- 
mon stock. This is an excellent showing, especially when 
it is realized that the 200,000 shares of (no par) capital 
stock is the only outstanding fixed liability. 

Midvale is one of the three companies in the United 
States specializing in the manufacture of armor plate. 
As a consequence of this it has received considerable 
business from the United States Navy. It should be 
noted, however, that all of this business is not clear 
profit, since it is the practice for government experts to 
shoot their newest shells against new armor plate, and 
if any of the plate does not come up to specifications the 
entire lot is thrown back on the company. Under such 
severe tests a certain amount of wastage is necessarily 
involved. 

As far back as 1875 the management started experi- 
mentation in and the production of ordnance steel. This 
marked the introduction of carbon steel, since all previ- 
ous gun forgings had been made of cast iron or bronze. 
Later in 1892 Midvale acquired from a French company 
a license for the manufacture of projectiles, which divi- 
sion it has continued to operate until the present time. 
The progressive policy of the company was further indi- 
cated by experiments with alloy steels long before they 
were generally heard of by the steel industry let alone 
the general investing public. Extended researches were 
conducted into chromium and tungsten steels before the 
turn of the century. Possibly one of the underlying 
reasons for the phenomenal progress of Midvale is the 





fact that the working force and technical men worked 
in close collaboration, so that theory and practice always 
went hand in hand. It is also because of this that many 
difficult problems are presented to Midvale today, and 
are subsequently solved. 

Junior to the foregoing debt there are 64,709 shares of 
7 per cent ($30 par) cumulative preferred stock, and 
1,027,762 shares of ($13 par) voting trust certificates 
representing common stock. At the time of reorganiza. 
tion in 1937 the old common and preferred stockholders 
received a total of 621,172 warrants. These are now 
outstanding and entitle the holder to purchase one new 
share of common stock at $15 per share on or before 
September 1, 1945. These warrants are traded on the 
New York Curb Exchange, and are highly volatile in 
their fluctuations. 


Financial Problems 


The approaching maturity date on the first mortgage 
bonds should result either in cash payments or a refund- 
ing operation. Since the company will undoubtedly 
desire to conserve its working capital it seems likely that 
the latter method will be undertaken. At present these 
bonds are selling at a premium. Cash on hand, as of 
December 31, 1938, totaled $7,442,622, while total cur- 
rent assets amounted to $16,007,122 and current liabili- 
ties, $3,243,866. Thus the ratio of current assets to cur- 
rent liabilities stood 5.3 to 1. Since substantial improve- 
ment should have been witnessed during the past year, 
the cash position of Baldwin has undoubtedly been 
bettered from that maintained a year previously. The 
exception to this statement is found in the comparative 
decline in actual shipments until July, 1939, as against 
the same period in 1938. According to available data 
deliveries since June have run ahead of 1938, and con- 
solidated unfilled orders, as of November 30, 1939, 
totaled $44,626,364 compared with $13,401,321 on Janv- 
ary 1, 1939. 

The latest earnings figures now available cover the 
12 months ended September 30, 1939, when a net loss 
of $614,624 was reported. This compares with a loss 
of $503,322 in the similar part of 1988. Deficits on the 
common stock in these two periods were respectively 

$0.71 and $0.60 per share. Con- 
—-  tinuance of the improved trend 

























*Consolidated Censolidated 
Unfilled Orders Orders 
Month 1939 1938 1939 1938 
January...... .... $15,685,812 $24,994,766 $3,930,721 $3,941,328 
February...... rer 28,120,600 23,960,476 14,102,261 2,010,688 
| See 29,527,682 22,196,563 3,587,725 2,902,469 
aR ree 30,281,147 19,098,956 2,641,764 1,863,003 
eee Ca 30,558,469 16,611,926 2,705,382 1,189,184 
ae ‘ 29,820,569 13,326,363 1,645,034 1,500,848 
eae 30,388,781 13,861,426 4,017,421 1,700,068 
Avgust...... ; 32,552,009 15,431,222 5,972,204 3,621,775 
September........ 36,342,809 15,400,891 8,182,650 1,946,689 
SER Hho AS co 38,423,892 14,071,950 6,653,553 1,334,459 
November.......... 44,626,364 13,663,649 9,923,194 1,534,862 


*—Include Midvale and are without inter-company eliminations. 


in shipments during the latter 


Orders & Shipments of Baldwin Locomotive part of 1939 should make for s 


substantially better showing 
and might very well end with 
Shipments operations in the black. One o 
pe — the problems Baldwin is alway: 
$1,646,232 $3,665,227 set 
4,711,397 9,917,837 faced with is a large non-var' 
2,322,839 4,635,720 ble overhead. However, ontct 
1,907,168 4,943,436 Volume is sufficient to cover this 
2,312,649 3,669,051 earnings increase rapidly. 
2,484,348 4,782,067 Though Baldwin is essentially 
3,291,313 1,186,963 speculative, its long term out 
4,037,126 2,051,840 |ook is favorable. Its program! 
4,054,584 1,954,850 based on gradually strengther 
4585485 2,365,133 in the financial position of tht 
3,731,746 1,966,826 Company, and developing #! 
units to their greatest produc 
tivity. 
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The Outlook for Natural Gas 


New Sales Records in Sight 


BY FRANCIS C. FULLERTON 


A: least fifteen centuries ago the Chinese were 
producing natural gas from wells a third of a 
mile deep, piping it through sticks of bamboo 
and burning it to evaporate salt brine. Wells 
existed in Japan as early as 615 A.D. and the 
city of Genoa, Italy, was lighted by gas at an 
early date. In this country, the presence of 
natural gas was detected in West Virginia before 
the Revolution. It was first used commercially 
in 1825 to light the city of Fredonia, New York, 
and found its initial industrial use in the manu- 
facture of salt in 1840 at Centerville, Pennsyl- 
vania. Development of the Appalachian field 
began around 1870 and that of the Mid-Continent field 
in 1884. But for all its ancient history, natural gas has 
become a full fledged industry only within the past 
decade and a half. 

Not until the middle ’twenties, when long distance 
pipe lines began to be built, did important expansion 
get under way. By 1929, however, the nation’s homes 
and factories were using nearly a trillion cubic feet annu- 
ally and, following a moderate let-down during the 
depression years, this total was increased to 1,315 bil- 
lions in 1937. Today, more than 180,000 miles of gather- 
ing, transmission and distribution lines serve communi- 
ties of some 34 million total population in 35 states and 
the District of Columbia. The production and sale of 
natural gas, with a capital investment of around $214 
billions and annual revenues of close to $450 millions, 
has become big business. 

Unlike manufactured gas, natural gas is sold mostly 
to industrial and commercial users, chiefly the copper 
smelting, glass and steel trades. The industrial market 
accounted for 71 per cent of cubic footage sales in 1938. 
In terms of dollars, however, it is the domestic market 
that is most important, sales to household customers 
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Charles Phelps Cushing 


the same year having provided 58 per cent of the 
industry’s gross. 

Cyclical fluctuations in sales volume, typically rather 
narrow, derive almost entirely from variations in indus- 
trial demand. From 1929 to the low point of the depres- 
sion, dollar sales to industry dropped 37 per cent, while 
domestic sales declined only 414 per cent; again, indus- 
trial sales were off 13 per cent from the previous year’s 
level in 1938 as contrasted with a decrease of scarcely 
more than 1 per cent in sales to domestic customers. 

But what industrial demand lacks in cyclical stability, 
it makes up for in secular growth. Sales in this category 
have expanded 22 per cent over the past decade. And, 
of course, considerable quantities of natural gas going 
into industrial use do not show up in the industry’s 
sales figures. 

The manufacture of carbon black, for example, con- 
sumes many billions of cubic feet of gas annually, par- 
ticularly during periods of heavy production in the tire 
industry and despite the fact that the major carbon black 
companies are now wholesaling upwards of half their 
total natural gas output. Also, the use of natural gas in 
repressuring oil wells, a development in which Humble 
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Oil and Lone Star Gas were pioneers, 
is of great importance, increasing oil 
recovery as much as 75 per cent in 
some cases. The gas is also the source 


Representative Gas Companies Compared 


. fee . 4 Earned 
of natural gasoline, used in the pro- Scope Principal per Share Paid per Price Re- 
ot] } c- a Os. are an 
duction of high octane motor fuel. In Guidhes Socket 1938 1939 1939 ©1939 Prt 
the so-called recycling method, gaso- American Light & Traction (a) D Detroit $1.47 $1.56b $1.20 18 -13 16 
li ‘ ra _ _ Arkansas Natural Gas A"... P-T-D _Little Rock 14 NA None 3%- 2 2h 
ne vapors are condensed from the Columbia Gas & Electric (a) P-T-D Cincinnati 31 35 None 9 -5% 6% 
gas before it is returned to the ground, _ El Paso Natural Gas........ P-T —_EI Paso 3.30 4.03 2.00 42%-28 38 
this process being repeated over and Interstate Natural Gas..... P.T New Orleans 2.13 NA 2.00 OTC 24 
= Resides sibs a Lone Star Gas............. P-T-D Dallas 83 -62 70 10%4- 7% 10 
over. esides maintaining under- Memphis Natural Gas... . T Memphis 55 NA CEB!” .ch oman 4% 
ground pressure, the returned dry gas Mountain Fuel Supply.... P-T-D _— Salt Lake City -38 NA A eer 5 
"@ ' <7 eae : ie National Fuel Gas...... P.T-D Buffalo -84 NA 1.00 14 -1114 191 
reduces the ak —_. 
s the v iscosity of the oil, making — Ojiahoma Natural Gas P-T-D Tulsa 1.86 1.78 .75 18%4- 8% 18 
it easier to bring to the surface. Pacific Lighting... ... T-D _—LosAngeles 4.18 4.206 3.00 50%-41 49 
As contrasted with industrial con- Peoples Gas, Light & Coke (a).... D Chicago 2.48 1.85 2.50 45 -30% 3% 
United Gas....... ; P.T-D Houston d.51 d.50 None 5i%4- 2% 1% 


sumption, domestic sales have shown 
only a moderate gain in point of phy- 


“ s NA—Not available. 
sical quantity over the past ten years . 


P—Production. T—Transmission. D—Distribution. (a)—Also sells manufactured or mixed gas, 
b—12 months ended Sept. 30. « i 


12 months ended Oct. 31. d-—Deficit. OTC—Over the counter, 





and an even smaller percentage in- 
crease in terms of dollars. This latter 
has not been due to rate cuts which, as compared with 
the electric utility industry, have been few and far 
between, but rather to the growing importance of house- 
heating sales in relation to higher rate cooking and water 
heating sales. 

How the industry’s revenues and earnings of the past 
few years might have fared had a policy of progressive 
rate reductions been followed is a moot question but 
latterly one of increasing importance. It is argued in 
the industry that demand is largely inelastic. That may 
be true as far as the industrial market is concerned but 
it can scarcely be true of domestic demand. Whether 
it is or not, however, political pressure on rates, hereto- 
fore almost entirely absent, seems likely to develop 
within the not too distant future. Villain or hero of the 


piece, according to whether you take the view of the 
investor or the consumer, is the Federal Power Com- 
mission. 





Wide World 


Through this battery of pipes natural gas from Texas enters the regulating plant 
in Detroit and from there is distributed through the city's pipelines. 
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Empowered under the Natural Gas Act of 1938 to 
regulate wholesale rates of all gas entering into inter- 
state commerce, the Commission for some time took 
little action under its new authority, presumably because 
of insufficient personnel or lack of data on the industry. 
More recently, however, it has had a finger in most of 
the rate cases involving interstate wholesalers. 

Of particular significance is the case of the Natural 
Gas Pipe Line Co. of America in which the FPC, to- 
gether with the Illinois Commerce Commission, moved 
for an immediate rate reduction and sought to define 
a fair return as “not more than 6 to 614 per cent.” Since 
several interstate companies earn considerably in excess 
of 614 per cent on their net property accounts, the Com- 
mission’s stand in the matter is not to be ignored. 

Interstate Natural Gas, for example, earned 17.7 per 
cent in 1938; also above the limit set by the FPC were 
El Paso Natural Gas (13.8 per cent) and Southern 
Natural Gas (8.6 per cent). On the 
other hand, Columbia Gas & Electric, 
Lone Star Gas, Mountain Fuel Supply. 
National Fuel Gas and United Gas all 
earned less than 6 per cent. Such con- 
cerns as Pacific Lighting and Oklahoma 
Natural Gas, being intrastate operators, 
are beyond the Commission’s reach 
though they are, of course, subject to 
state regulation. 

Natural gas is not a discrete industry 
and no arbitrary list of the companies 
comprising it can be drawn up. As we 
have already seen, the carbon black 
manufacturers are important units in the 
field and a considerable number of oil 
companies might also be included. Sev- 
eral of the country’s largest natural gas 
producers, including Cities Service, 
Standard Gas & Electric, Standard Oil 
of N. J., Phillips Petroleum and Humble 
Oil, derive the greater part of their reve- 
nues from other sources. Even among 
those companies most commonly thought 
of as belonging to the natural gas group, 
there are a number, such as American 
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Light & Traction, Columbia Gas & Electric and Peoples 
Gas, Light & Coke, that sell manufactured or mixed gas 
ip addition to the natural product and are also import- 
sntly engaged in other activities. 

Of the concerns included in the table on page 480, 
oly three—Arkansas Natural Gas, Memphis Natural 
(iag and El Paso Natural Gas—have earned more in 
recent years than in 1929. Controlled by Cities Service, 
Arkansas Natural Gas obtains more than half its earn- 
ings from oil operations. In its gas division, however. 
it enjoys a load well balanced between industrial and 
domestic demand and its reserves are believed to be 
atensive. The company serves an extensive market 
sea in Arkansas, northern Louisiana and eastern Texas; 
rsidential rates are comparatively low though varying 
widely between territories. But while the company has 
materially expanded revenues and profits over the past 
ten years and a modest margin after preferred dividend 
requirements has been realized every year since 1932, no 
dividends have ever been paid on the class A or common 
dares. Considerable progress has been made in reduc- 
ing indebtedness to Cities Service, but preferred arrears 
dill stand in the way of any distribution on the equity 
shares. 

Dividend record of Memphis Natural Gas is consid- 
eably better, payments having been made in each year 
df the ‘thirties excepting 1932. Since retirement of the 
ti preferred in 1938, there have been no capital claims 
ahead of the 918,680 shares of $5 par common. Though 
itentered the oil business on a limited scale several years 
4g0, Memphis remains primarily a natural gas pipe line 
wmpany, purchasing its supply from United Gas Public 
Service and selling under long term contracts to the city 
oi Memphis and a number of southern utilities. Peak 
eamings year was 1937 when 78 cents per common share 
was reported. Cubic footage and dollar sales have ex- 
panded almost without interruption since 1929, suggest- 
ing the likelihood of further gradual earnings growth 
concomitant with the development of southern industry. 

Also a wholesale pipe line company, El Paso Natural 
(as has enjoyed even more rapid growth, per share 
eammings rising to a new all time peak of $4.03 in the 
2 months ended October 31, 1939, as compared with 
8.30 for the calendar year 1938 and 83 cents in 1930. 





Charles Phelps Cushing 
Natural gas flames deposit carbon black on plates above the 
burners in a carbon black plant in Texas. 


Dividends, initiated in 1936, have been paid at the rate 
of $2 annually over the past three years. With pipe 
lines extending to El Paso, Tucson and Phoenix, the 
company sells to utility companies therein and en route 
from its source of supply in Lea County, New Mexico; 
its more important customers also include the major 
copper companies operating in the area. Unlike most 
pipe line concerns, with the notable exception of Inter- 
state, El Paso also produces a part of its own gas require- 
ments. All sales are made under long term contracts at 
fixed rates which, however, may be subject to some 
downward adjustment at the behest of the FPC as noted 

earlier. However, only 2514 per cent 





Natural Gas Sales 


Gas Sales to Consumers 
(Billions of Cubic Feet) 


Com’! om. Indus. Total Com'! Dom. 
1939 (9 Mos.) 80 281 600 961 37 194 
998.0... 101 353 759 = 1,213 47 243 
1937... 103 360 852 = 1,315 49 248 
1936... %6 339 7719 «1,214 46 236 
1935... 88 320 645 1,053 42 224 
1934... 719 302 594 975 38 212 
1933... 14 299 488 861 37 212 
1932... 7 320 436 833 39 226 
MP sci e 68 340 499 907 37 236 
ae 61 347 580 988 34 236 
oo 58 334 597 989 32 222 
Source: American Gas Association. 


eens 


Revenues from Sales 
(Millions of Dollars) 


of 1939 gross came from sales to public 
utilities for resale. 

Though their earnings progress has 
not been as outstanding as in the 
case of the three companies discussed 
above, three other concerns—Pacific 


Indus. Total : x 
‘ Lighting, National Fuel Gas and Lone 
102 333 : 2 : 
ain ps Star Gas—offer considerable attrac- 
1 aes tion from the standpoint of yield. 
129 ait Only in 1935 and 1936, when pay- 
109 375 ments totaled $2.55 and $2.70 respec- 
95 345 tively, has the first named company 
19 328 failed to distribute $3 annually on its 
76 341 common shares; in 1937, 50 cents 
ve ™ additional was paid. Earnings have 
114 384 e 
aa ea been notably stable, ranging between 


$4.54 in 1929 and $2.72 in 1934. Serv- 
ing southern California and reach- 
(Please turn to page 514) 





JANUARY 27, 1940 







mania 

































many 
of spe 
are té 
e and 1 
On the Economic War Fronts rei 
capita 
place. 
manila 
Interpreting the News Behind the News Cana 
for the Business Man and the Investor = 
her | 
mont] 
gave . 
the $ 
Oblique Opportunity. Restrict- War Orders. Aside from planes, the actual current pur- § witho 
| ions on the use of gasoline have chases of the Allies in the United States include ships § trade 
WN XS moved both belligerent and neutral (recent O.K. from Maritime Commission for transfer of year! 
3 \ Europeans back several decades as __ six cargo vessels averaging close to 20 years of age—more purch 
U far as use of that modern necessity, expected), leather (several substantial sales to both Eng- — impo! 
the automobile, goes. Throughout most of the continent land and France), shoes and blankets (both reported go- § Engla 
there is no market for new cars or used, and ownership ing to France). News of purchases leaks out slowly, § ducti 
involves the penalty of paying storage charges. Manu-_ because of Allied reluctance to run markets up against 
facture for civilian use has practically ceased in the war- themselves and because American firms do not care to — Thus 
ring nations which need their factories for other pur- advertise the sourse of their orders. Contracts already J econo 
poses, although France manages to turn out a few Citro- placed have also been for chemicals, machine tools, some J decid 
ens. Even faraway Australia discourages the purchase of oil and metals, trucks, gas masks and trench-diggers. J use W 
autos imported from America, limiting them to 30 per Negotiations for arms purchases by several smaller Euro- § uilita 
cent of normal in order to preserve foreign exchange. In _ pean nations go ahead quietly. Yugoslavia has apparently § factor 
other words, while the United States hears about large gained official approval for fairly substantial shipments of § and t 
truck orders it has definitely lost more important markets anti-aircraft guns, gas masks, shells and other military — increé 
for passenger cars and ordinary commercial trucks. supplies. space 
Automobile manufacturers can subscribe sincerely to cerns 
the view that war is more blow than benefit to American Double-Play in Tobacco. The connection between a § and b 
business. But they may be offered one consolation. If Virginia tobacco grower and the battles in Finland, via F possil 
history should come at all close to repeating, and if their Turkey and the Black Sea, needs some mapping. England future 
former foreign customers should have any buying power has bought no tobacco in the United States since the J :00n | 
left when peace returns, there will be only one place in — start of the war, although she formerly used large quan- predi 
the world to buy a good car—the United States. Europe _ tities. The ban on purchases has now been made official, F_ moral 
was ahead of us in design in 1914, then slipped completely _ with frank admissions in Parliament that the purpose is J Amer 
out of the picture during the next five years, so that not only to conserve dollar exchange but to throw this J comi 
almost a monopoly was handed to this country. For buying power te the Turks, the Bulgarians and the § !ecor 
twenty years they worked at regaining these losses, yet Greeks. Moving over to that spot on the map, one is 
are now duplicating them. Like most of the real oppor- instantly impressed with the progress Britain has made Modi 
tunities brought by war, this one is oblique rather than in lining up Turkey, using loans and imports to § tinaf 
direct, and it is hedged by the important requirement strengthen the position of her. potential ally. And the — purch 
that future customers must have some assets left when _ possibility is growing that a move will soon be made to F ‘ial si 
war ends. attack the rich Russian oil fields near the Black Sea oil J of ne 
port of Batum. Allied men and materials are reported § U.S. 
Buying Off the Market. Huge recent purchases of wheat _ to be gathering to help the Turks in such a move, which 
in Canada for shipment to the United Kingdom have would threaten Russia’s supply of fuel, her Finnish cam- § Strat 
shown by their inconsequential effect on prices that con- _ paign, and any efforts to help Germany with oil. Amer § ing a; 
ditions are entirely different now from twenty-five years ican tobacco growers may be forgiven for feeling that buyer 
ago. No longer need the purchases be made in the open _ they have already made their contribution to the Allied less ¢ 
market or from interests which would immediately buy and Finnish causes. American cigarette companies have f ¢xpor 
to lift hedges against the grain they were selling. Such already taken advantage of unusually low prices to build defen 
transactions are now arranged between governments, up their inventories to three and a half years’ supply, J ™g w 
most of them well stocked with surpluses of various sorts, rather than the normal three years’. to sto 
and the psychological help to the market is almost com- may 
pletely offset by disappointment that the news has not Capital Conscription. Maintaining an army of half af are a 
meant more to prices. Over the longer run the purchases million men and at the same time purchasing equipment but t 
may have somewhat more nearly their former effect. and fortifying frontiers have put a terrific strain on Ru f mate 
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nanian finances. Individuals and corporations, including 
many American firms, have therefore been given quotas 
of special bonds they must buy “voluntarily.” The bonds 
are tax free, short term, bear interest at 44 per cent, 
and may be used to pay taxes, making them not unattrac- 
tive investments under normal conditions. The minute 
capital is coerced, however, it begins to look for a hiding 
place. Modern war means capital conscription and Ru- 
mania now has all the pains and none of the glories. 


Canadian Gold Flows South. In the first three months 
of the war Canada had an excess of imports from this 
country over exports amounting to $41,000,000. Since 
her gold production now runs around $16,000,000 
monthly, however, the size of the merchandise balance 
gave her no cause for worry. She can ship gold here at 
the $35 price and take home a steady stream of goods 
without losing exchange. During the same period her 
trade with Britain fell substantially below that of the 
year before, but that was due to temporary shipping and 
purchasing hitches. The future will probably see Canada 
importing on balance from this country and exporting to 
England, paying for the balance with her own gold pro- 
duction or British stocks of the metal. 


Thus Spake Bergwerkszeitung. Germany’s prominent 
economic newspaper, the Deutsche Bergwerkszeitung has 
decided that American production of planes for Allied 
use will be too small to be of much help. United States 
military orders are large enough, it says, to keep our 
factories busy for more than a year, and South America 
and the Orient are waiting to be served. Obstacles to 
increasing production rapidly are not only lack of plant 
space but a shortage of skilled workmen. American con- 
cerns are committing economic suicide by overbuilding 
and by accepting orders with time limits which can not 
possibly be met. British firms are destroying their own 
future business by building up competitors which will 
soon be too strong for them. (One or the other of these 
predictions must be wrong.) Finally, a blow to Allied 
morale is foreseen when the people find that the flood of 
American planes they have been promised is not forth- 
coming. (As for meeting time limits, see the Lockheed 
record in the article on that company.) 


Modified Barter. Francs or pounds received by Argen- 
tina for sales to the British or French will be reserved for 
purchases from those same nations. While this is a spe- 
cial situation, it is also additional evidence that capture 
of new trade in South America will not be easy for the 
U.S. even with its competitors engaged in war. 


Strategic Materials Exported. The Amtorg, purchas- 
ing agency in New York of the Soviet, has been a large 
buyer of pig-tin and rubber in recent weeks, in more or 
less direct defiance of this Government’s warning that 
exports of strategic materials were blows at the national 
defense position of the United States. The sellers are be- 
ing warned again, but it apparently will take legislation 
to stop them if they are still determined. These materials 
may or may not be finding their way into Germany, they 
are almost certainly helping in the Finnish campaign, 
but the attitude of the United States is simply that the 
materials are needed or may be needed here. In a some- 
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Wide World Photo 

Winston Churchill, First Lord of the Admiralty, the man the 

Nazis hate most for the best reasons, lives up to his habit of 

packing his words with meaning. His latest speeches invited 

neutrals to make up their minds which side of the war they 

would choose, and made clear England's determination that 
Finland should not be forsaken. 


what different category is the fact that Russia, which took 
none of our refined copper during the first ten months of 
1939, accounted for 17 per cent of November exports. 


Ships Needed. England has stopped for at least three 
months taking cotton from this country under the barter 
agreement. While denied, it is probable that need for 
shipping space has caused the change in plans. But is 
Britain going to use all her extra tonnage to transport her 
purchases in the United States, or are they to be used in 
some other trade ? 


Counting the Spoils. The German semi-official news 
agency lists its acquisitions in Poland as including: coal 
mines and steel plants, 70 Martin ovens, 29 blast fur- 
naces, 7 electrolytic ovens, equipment for 16 lead and zine 
foundries, and miscellaneous plants and furnaces; oil 
fields expected to yield 150,000 to 200,000 tons annually; 
1,700 textile plants; 1,000 chemical plants, producing 
nitrogen among other things, as well as the bases for 
synthetic textiles; deposits of lead, sulphur, phosphorus, 
pyrites, manganese and salt; a complete sugar beet indus- 
try with a capacity of 500,000 tons and 61 refineries. 
If by chance it should turn out that Hitler has talked 
Stalin out of Polish Galicia and moved the Russian 
boundary back farther east, as persistent rumors indicate, 
then the gains in oil would be greatly extended. If by 
some miracle Hitler could make a conquered and sullen 
territory begin immediately to produce what Germany 
needs, then a different complexion would be put on her 
lasting power, questioned anxiously by all the world. 
Otherwise, these are going to be expensive spoils. 
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Double-Barrelled War Babies 


Markets in Both South America and Europe As- 


sume New Significance for the Pharmaceuticals 


BY II. L. 


Warn the declaration of war Germany abruptly ceased 
to be a factor in overseas commerce. The vastly superior 
Allied naval forces have swept German merchant ships 
from the sea lanes. And asa result, the 20 Latin Ameri- 
can countries with whom she formerly traded must 
spend the equivalent of $250,000,000 annually in other 
markets. 

For many of these import markets there will be bitter 
competition among the nations of the world. But for 
pharmaceuticals, which ranked third on the list of mer- 
chandise Germany formerly sold to Mexico, Central and 
South America, there is only one immediate source of 
supply—the United States. Accordingly, American con- 
cerns with production facilities or sales agencies serving 
these markets will probably share about $13,600,000 
worth of additional business. Of course this sum is not 
impressive when compared to the $340,000,000 annual 
drug and medicine production of our domestic manu- 
facturers. But it represents a need that must be filled. 
Hospital supplies, doctors’ equipment, and the require- 
ments of sanitation control for crowded districts, all spell 
the necessity for the right medicines and surgical mate- 


rials. Therefore this market to the south of our borders - 


is an assured one and will to a large extent be taken over 
by such concerns as Abbott Laboratories, Frederick 
Stearns, Park, Davis, Squibb & Sons and Chesebrough 
Manufacturing that are already firmly intrenched there. 


TRAVIS 


The European aspect of the present situation is also 
of primary importance to the pharmaceutical and ethical 
drug industry. Not only has the fact of the war can- 
celled German trade with Latin America, but it has 
made it impossible for the Allies to take advantage of 
this forcibly vacated market. To be sure the nature of 
the current hostilities is no drain worth mentioning on 
any phase of the productive abilities of the warring 
nations. But potentialities are forces to be reckoned 
with, and France and England can not afford to take 
chances. Not only must they be prepared to tend mil- 
lions of soldiers, but they must have the essential chem- 
icals, disinfectants, aad serums to stop disease and sick- 
ness that might well follow in the wake of a modern war 
of destruction. Such supplies as they now have on hand 
would not last long under the pressure of such demands. 
And, too, their own productive capacities might either 
be destroyed or taxed beyond their limit. 

Here we have another major consideration in the 
possible effect of this war on domestic ethical drug con- 
cerns. For these would undoubtedly be called upon to 
take up the greater portion of any slack. In fact the 
load on the American companies might be far greater 
than casual estimates would indicate. The whole prob- 
lem naturally depends upon the nature of the hostilities 
in the months to come. Let’s take a look, however, at 
the leading domestic concerns most likely to be affected. 





Leading Pharmaceutical Companies 


Price Range and Per Share Earnings 


1929 1930 1932 
Abbott Laboratories... 13 - 9 $1.17 115%- 83%, $ .79 T%- 475 
Parke, Davis. . 58%- 37% 1.76 42Yo- 2814, 1.58 19 -11% 
Chesebrough. 210 -130 13.22 1847-1001, 11.80 90 -53 
Norwich.............. NF NF 10%- 67% 84 9 - 6% 
Sharpe & Dohme . 22 - 16% 1.13 273,- 11% 55 7 -1% 
Fred. Stearns.......... 42 - 34 2.81 30%- 22% «41 3%- 3 
Squibb &Sons........ 68 - 50 2.67 55 - 37 2.70 43 -29 


NF—Not available. d—Deficit. 


1936 1938 1939 (9 mos.) 
$ .50 57Y%o- 32% $2.10 61 -36%4 $2.31 7M1%y- 53 = $2.51 
1.20 50%- 403, 1.88 4299-31 1.77 47 - 36 1.49 
6.66 1243/4-105 7.46 128 -97 5.32 130 -1085% NF 
.79 23 - 16% 1.16 181-16 89 1814-16 NF 
13d 11%4- 4%, 41 9%4- 3 17d Th- 3% MN 
2.11d 26 - 17 2.28 22 -15%, 1.01 1614- 131, NF 
2.01 32 - 23 1.96 241-22 2.60 3514- 24 NF 
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Charles Phelps Cushing 


A leader among the ethical drug and pharmaceutical 
companies, Parke, Davis is distinguished in many re- 
spects. Not only is it one of the oldest companies, 
having been founded in 1875, but it has the largest sales 
volume of any domestic concern. An unbroken dividend 
record has been carried forward from 1878 in spite of 
war, panic, and depression. And what is more important, 
far from being static, Parke has able, aggressive manage- 
ment of a calibre that last year brought in the best 
earnings record in the history of the company. Some 
35 per cent of sales are derived from foreign sources and 
the company has both plants and laboratories located 
in Australia, Canada, England, China and South Amer- 
ica. Of course the operations of plants located in all 
parts of the British Commonwealth of Nations will be 
subject to sharp increases in taxation plus various 
exchange controls and restrictions—not to mention the 
depreciation of the pound sterling. Naturally, the im- 
portance of these factors will vary in direct relation 
to the drain on Allied resources. But it is safe to say 
that the added profits that might normally be expected 
to result from increased production will be to a large 
degree offset. The financial strength of Parke, Davis 
is perhaps best shown by the fact that over 95 per 
cent of the total net earnings during the years 1934- 
1938 were paid out in the form of cash dividends. 

Founded as a private laboratory by a doctor who 
wished to achieve a high degree of purity in the com- 
pounding of ethical drugs and pharmaceuticals, Abbott 
Laboratories quickly grew into a company that today is 
reputed to control slightly over one-third of the total 
sales for the industry. The company entered the field 
of foreign sales in 1934 and by 1937 had manufacturing 
and sales agencies in England, Australia, Central and 
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South America. In relation to total sales the volume 
handled by these units is not large. But expansion has 
been so rapid that research laboratories have been estab- 
lished right in the foreign countries and the foundation 
has been laid for important sales gains in the future. 
By far the greater portion of the company’s business. 
however, is done directly with hospitals, clinics, and 
doctors so that the public comes into little contact with 
the name Abbott. It is expected that the concern will 
get its share of the suddenly widened Latin American 
markets, and plants in England are operating at near 
capacity. 

The common stocks of both Parke, Davis and Abbott 
Laboratories are listed on the Big Board, but the 468,483 
shares of Squibb & Sons’ stock have always been traded 
in the over-the-counter market. Yet the company is 
one of the oldest and most solidly established producers 
of ethical and pharmaceutical drugs and such accessory 
supplies as toothpaste and shaving soap. Plants are 
operated in Brazil, Australia, Cuba, Mexico, Argentine, 
and France. And earnings from all these various 
branches together with domestic business have recently 
combined to reach the best levels in the last decade. 
The concern will naturally have to contend with the 
usual problems of taxation and exchange in so far as 
its English units are concerned, but South American 
business already shows improvement. Since the com- 
pany’s operations are not strictly confined to the stable 
ethical drug production, profit margins tend to vary 
more widely than those of the concerns already discussed. 

Improved merchandising methods, an increase in the 
percentage volume of ethical drug production, and wider 
South American markets have in recent years stabilized 
the earnings of Frederick Stearns. During the depression 
the company showed a series of losses, but since then 
progress has been rapid. And at present plants are 
maintained in Canada, Australia, and Detroit. Sales 
are expected to increase, but profits of the Canadian 
unit will be offset to a degree by the recently enacted 
excess profits tax which requires that all net earnings 
above the average for the last four years be shared 
equally with the government. Financial position of the 
company at the end of 1938 was satisfactory, with cash 
equal to 22 per cent of current assets, but more than 
three times current liabilities. The stock is listed on the 
Detroit exchange and shows more volatility than is 
customary with the securities of companies identified 
with this industry. 

Chesebrough Manufacturing has produced petroleum 
jellies in various forms since 1880. While in the strict 
sense of the word Vaseline is not a pharmaceutical, the 
demand for these products in a war market would be 
great. Germany was never much of a competitor in th 
South American market, so that rapid expansion is not 
to be expected in that field. But with any intensification 
of hostilities, sales may be expected to show increases. 
Chesebrough owns its own oil wells in Pennsylvania 
and gears production to demand. The financial position 
is strong and in spite of a downward trend in sales cash 
dividends have been well maintained. 

Although it is a leader in the field of pharmaceutical 
specialty products, Norwich Pharmacal at the _ pres- 
ent time exports less than 2 per cent of its total produc- 
tion. Of course this situation (Please turn to page 518) 
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What is a Stock Exchange? 


The recent survey conducted in 
behalf of the New York Stock Ex- 
change, covering some 5,000 people 
in all walks of life throughout the 
country, reveals some _ interesting 
slants on the what and why of our 
biggest securities market. No less 
than 19 per cent of those inter- 
viewed did not know or failed to 
answer the question of what is 
traded on the Exchange. Some 24% 
thought that grain could be bought 
and sold there and only 34% real- 
ized that Government bonds could. 
Slightly more than half were of the 
opinion that the Exchange was a 
necessary institution in our econ- 


James Sawders from C. P. Cushing 
Curtailment of Scandinavian pulp imports is proving an important spur to domestic 
and Canadian pulp makers. 
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For Profit and Income 
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omy, some 5% thought it was use- 
less and should be done away with 
and the remainder had no views on 
the subject. 


Industrial Highlights 


A large investment banking house 
in close touch with the aircraft indus- 
try estimates that 1940 sales of plane 
manufacturers should exceed $600,- 
000,000 and that profits should be 
up at least in proportion to sales. 
The Civil Aeronautics Authority 
expects 1940 revenues of the air 
transport companies to gain 20 to 
25% over last year with costs only 
10% higher. * * * The oil industry, 
in keeping with its perennial custom, 













is building up gasoline stocks in top- 
heavy fashion and wholesale prices 
have been cut a half-cent a gallon 
since December 1; increased refinery 
runs to meet expanded fuel oil de- 
mand are partly responsible. * * * 
Burley tobacco prices have firmed 
somewhat since the turn of the year 
but not enough to modify more than 
slightly the cigarette companies’ pros- 
pects of substantially lower costs in 
1940. 


Steel Dividend? 


It would not be at all surprising 
if, when the directors of U. S. Steel 
meet on January 30, a cash distri- 
bution were voted on the company’s 
common stock. Operations went into 
the black in the third quarter of 
last year to the extent of 47 cents 
a share but earlier losses still left 
nine months’ results 75 cents per 
share in the red. It is estimated, 
however, that the booming fourth 
quarter, in which shipments jumped 
54% over a year ago to a total of 
3,793,723 tons, served to place full 
year profits in the neighborhood of 
$2. Of interest marketwise, inciden- 
tally, is the company’s recent dis- 
closure that 94,676 comon_ shares 
were sold on balance by foreign 
holders last quarter, 75% of the 
total coming from Britain; some 
738,368 shares still remained in for- 
eign hands at the year-end. 


Multiple Meetings 


General Mills has taken the lead in 
a program looking toward better 
stockholder relations that may well 
be followed by an increasing number 
of other companies. When only three 
stockholders turned up at GIS’s 
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regular annual meeting in Wilming- 
ton, Delaware, last summer, the 
management decided that a series of 
informal meetings in key cities 
throughout the country might bring 
a better turnout. How right that 
guess Was is demonstrated by the 
act that average attendance at such 
meetings that have been held thus 
far in Detroit, San Francisco, Los 
Angeles, Chicago and New York has 
been from 25 to 35% of the stock- 
holders in each area. Lantern-slide 
liscussions of the company’s plants, 
operations and annual report fol- 
lowed by an open question period 
comprise the procedure of the meet- 
ings. 


foreign Interests 


How few domestic industrial com- 
panies have no property or sales 
stake outside this country can 
sarcely be appreciated by anyone 
who has not attempted to draw up 
alist of concerns so situated. Among 
the better known organize tions there 
are only a handful, the more notable 
of the group including Brown Shoe, 
Owens-Illinois Glass, Inland Steel, Rey- 
nolds Tobacco, Kroger Grocery, Indus- 
trial Rayon, Mathieson Alkali, Phelps 
Dodge, Lehigh Portland Cement, Union 
Bag & Paper, Holland Furnace, Ana- 
conda Wire & Cable, Jones & Laugh- 
lin Steel and National Distillers. There 
are a considerable number of con- 
cerns, on the other hand, which de- 
tive upwards of a quarter of their 
business from foreign sources. Most 
of the movie and office equipment 
companies, for example. Also Good- 
year Tire & Rubber, Anaconda Copper, 


Parke Davis, Woolworth and others. 
Rail Reorganizations 


The final emergence from bank- 
tuptey of Chicago & Eastern Illinois, 
frst road to be reorganized under 
Section 77, underscores the tedious 
difficulties that beset railroads that 
go broke. It took C. & E. I. seven 
years to get on its own again and 
of the ten other carriers now seeking 
ICC approval of reorganization 
plans, at least half will take even 
longer. When New York, Ontario & 
Western, Central of New Jersey and 
the Soo Line, all in the initial phases 
of reorganization, will be out is any- 
body's guess. Western Pacific is inch- 
ing along, having received the Com- 





1939 Earnings Estimates 


The following common share earnings estimates for 1939 are not necessarily those of The 


Magazine of Wall Street, but represent various Street sources. 


actual earnings. 


Bemedell OW. 6 ...05505545. 
U. S. Pipe & Foundry 

Corn Products Refining. 
Jones & Laughlin Steel..... 
Republic Steel........ : 
American Water Works 
Phillips Petroleum... .. 
Public Service of N. J. 
American Cyanamid. . 
Reynolds Tobacco. 
Fruehauf Trailer. .... 
Borden Company... 
Chrysler Corp...... 
General Motors.......... 
Crucible Steel.......... 
Household Finance....... 
Warren Foundry & Pipe... 
National Malleable. .. 
New York Air Brake. 
Celanese Corp........ 
Associated Dry Goods 


Olle Ol. ....... : or nies 
MII oe hc ads eee ad Oe ae 


Sharon Steel....... 
Endicott Johnson........ 


Those marked with an ‘‘A"’ are 


EARNED PER SHARE 


1937 1938 1939E 
$0.85 $1.26 $0.85 
3.21 2.38 3.69A 
2.52 3.18 3.25 
2.01 d17.33 d2.75 
1.19 d1.86 1.50 
1.14 0.38 0.90 
5.42 2.03 2.10 
2.61 2.31 2.34A 
2.69 0.91 2.00 
2.76 2.37 2.56A 
1.29 0.66 5.00 
1.43 1.51 1.80 
11.66 4.32 7.75 
4.38 2.17 4.00 
5.26 d8.78 1.50 
7.65 7.34 6.90 
3.31 1.64 2.85 
4.02 d2.87 2.10 
3.61 d0.66 2.85 
2.04 0.26 3.75 
0.02 d0.76 1.50 
Ramee 1.31 0.25 dc.10 
Cieknaice 2.51 1.71 2.55 
racere ent 2.70 d1.01 d0.04 
eee, 2.85 1.21 3.07A 





mission’s blessing and now seeking 
court approval. Chicago Great West- 
ern is on the heels of C. & E. I., hav- 
ing obtained the court’s OK and 
now looking for security holders’ 
assents. Why it all takes so long is 
illustrated by the case of Erie which 
has been under 77 two years. In 
that time there have been, filed 679 
documents including 197 orders, 155 
petitions, 41 statements of assets 
and liabilities, 18 memoranda, 17 
answers, 10 briefs, 9 special master’s 
reports, etc.; copies of the proceed- 
ings to date run more than 2,000 
pages. 


Corporate Briefs 


Loew's reports that its English 
business has come back in good 
shape after the initial decline of 
September and October. Domestic 
business is on a par with a year 
ago and may pick up some when 
“Gone With the Wind” hits its 
stride. * * * Woolworth has improved 
a little marketwise of late but the 
steady decline in domestic profit 
margins in recent years is not com- 
forting at a time when availability 


of British revenues is in question. 
* * * Bullishness in Cluett Peabody 
derives largely from successful con- 
clusion of experiments applying the 
company’s Sanforizing process to 
viscose rayon, thus opening up a 
large new market. * * * When the 
25,000,000th General Motors car re- 
cently rolled off the Chevrolet line 
at Flint, it signalized the extent to 
which production has been stepped 
up since the early days of the indus- 
try. It took 11 years to build the 
first million cars and only 8 months 
to make the latest million. 


Street Gossip 


Investment trusts have been men- 
tioned among the more important 
sellers of the past few weeks though 
in most cases portfolio reductions 
are not believed to have been exten- 
sive. * * * The Federal Reserve 
Board’s estimate that its production 
index will show some decline in Janu- 
ary from the record high of 128 the 
preceding month was in accordance 
with Street expectations. * * * Ship- 
ping shares responded noticeably to 

(Please turn to page 516) 
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Loekheed Airerait 








Recent Business and Earnings Growth Illus- 





trates Rapid Changes Possible in Aviation Field 








BY EDWIN A. BARNES 







I. June of 1938, Lockheed Aircraft made the startling and men had to be trained for the exacting work, much 
announcement that it had received a $27,000,000 con- of which still has to be done by hand. With every square 
tract for 250 reconnaissance bombers from the British foot at a premium the various stages of production had 
Government. And overnight the company advanced to be set up in correct relation to one another in terms 
trom a relatively unimportant position as a producer of both time and space. The result was that though the 
of commercial planes to that of a leader in the more’ order was signed in June, 1938, the first plane was not 
spectacular military division of the industry. completed until January 12, 1939! But from that time 
Today such an order would be considered substantial forward production moved ahead rapidly, and Lockheed 
but not altogether unusual since Uncle Sam has grown actually finished the contracted number of planes more 
accustomed to supplying Europe with hundreds of than seven weeks ahead of schedule. What is more, the 
planes. But at that time it was another story and the company took an additional contract for 50 planes of 
particular surprise lay in the fact that it went to Lock- the same type from the Australian Government when 
heed. True, the company was highly regarded as a_ it became apparent that the production line was operat- 
builder of commercial planes many of which held speed ing smoothly, and finished them by the same deadline, 
and distance records, and had even turned out a plane December 31, 1939. 
or two for the army, but it had never been prominent The declaration of war in Europe with the subsequent 
in the production of military planes. And in fact at the heated debates on neutrality here in America might have 
time the contract was signed Lockheed did not have a_ worried Lockheed were it not for a clause in the contract 









































model specifically designed for fighting. that stated that in the event of Britain’s involvement 
in a war, legal delivery could be made to any warehouse 
A Major Contract that the British Government might choose here in this 


country. Orders already booked by aircraft companies 
The explanation for this is simple enough. Some are not subject to cancellation and the planes must be 
months before, a British Commission in this country _ paid for regardless of whether or not they are shipped 
had witnessed a demonstration of the Lockheed 14, a abroad or merely delivered to the purchaser at some 
large new transport plane capable of speeds up to 250 convenient domestic port. 
miles per hour. And study revealed that with slight With war an actuality the Allied Governments have 
changes here and there that would not alter the basic laid even greater stress on their air forces. And since 
design at all, the plane could be transformed into a first the first brushes with German planes showed that the 
class reconnaissance bomber. And after some discussion Lockheeds perform well, an order for 200 additional rec- 
a remarkable contract was signed. It called for two lots onnaissance bombers has been awarded the company. 
of 175 planes and 75 planes to be delivered not later In view of this constant increase in business the objec: 
than the end of 1939, and contained penalty clauses that tion to plant expansion along conservative line has been 
cut down the price to be paid in direct relation to the removed and additional capital is being put into larger 
length of any delay. It was a daring contract for the production facilities and a new research department. 
company to sign, for its total production for the preced- With the advances made in the assembly line production 
ing five years had been only 195 planes. And in the of planes, more machinery is needed and Lockheed has 
opinion of certain experts there was simply not enough just ordered approximately $600,000 worth of machine 
plant space available to permit production on the ambi- tools. The program has also brought with it a sharp 
tious scale that Lockheed proposed. increase in the number of men employed. From 4,000 
Undaunted by these predictions the production men a year ago, the payroll has increased to number more 
went to work on a method of turning out these planes than 6,000 today. 
without spending money on expansion or disrupting In spite of the concentration on the military division 
orders already being filled. Progress was slow at first of the business that now accounts for more than 90 pe! 
for the mass production of planes was a new industry cent of the total, the company has not neglected its 
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development work in the com- 
mercial plane field. The produc- 
tion of fighting planes is a highly 
profitable business, but the di- 
rectors of Lockheed consider 
that the time must come when 
it will be forced to a back seat 
by the continued rise in the 
transportation divisions of the 
industry. Two new planes have 
been developed along these lines 
by the company’s own techni- 
cans and one new model by 
Vega Airplane, a subsidiary con- 
cern. The Lockheed plane that 
is almost ready for the produc- 
tion line is the Lodestar which 
is designed to carry fourteen 
passengers and a crew of three 
at a cruising speed of about 200 
miles per hour, while the Vega 
model is known as the Starliner 
and has already made a good 
showing in test flights. The 
other model under consideration 
by Lockheed is the Excalibur 
and is designed to carry 32 pas- 
sengers plus a crew of four. It 
will have four engines and is projected as the answer to 
the demand for larger planes in the commercial field. 

The steady rise of the company over the years prior 
to 1938 and the spectacular rise after that time have 
made additional capital necessary. On three separate 
occasions, therefore, stock has been offered to the pub- 
lic, and the prices at which these blocks were sold con- 
stitute ample testimony to the progress of the concern. 
The first block was offered in 1933 at $1.40 per share; 
the second block came three years later and sold at $10 
per share; and early last year after production had 
started on the British order another lot was sold at $31 
per share. Recently the company has offered a final 
block of 225,000 shares of stock at a price of $28.50 
per share. 


=a 


Wide World Photo. 


Sharp Earnings Rise 


Until last year earnings were not spectacular, although 
a steady uptrend was in evidence. From a net loss of 
$0.49 per share in 1934 this move carried through with 
the net for 1935 equal to $0.49 per share, for 1936 to 
$0.15 per share, for 1937 to $0.21 per share, and for 1938 
to $0.67 per share. Although the first large orders came 
to the company in 1938, considerable expense was in- 
curred by the tooling and other preparations necessary 
to start production on a large scale so that profits were 
reduced. The showing for last year, however, demon- 
strated what the present rate of producton means to 
Lockheed. The net for 1939 was $4.05 per share, and 
earnings for the final month alone were equal to $0.56 
per share. Earnings for the first half of last year were 
held down by the practise of amortizing the development 
and research cost of the plane being produced over the 
first few models actually completed. 

Since at the present time the backlog of the company 
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Lockheed Bombers being loaded for England 


is well over $46,000,000, the highest in its history, the 
estimates that operations will be at a rate of $40,000,000 
for this year do not seem out of line even though they 
call for an increase over last year’s record of $35,000,000 
output. As a large portion of the orders on which 
the company is working are for models for which all 
charges have long ago been written off, the profit margin 
for production is expected to show substantial improve- 
ment. Of course the development work incident upon 
bringing out new models will cut into this profit, but 
earnings projected at the rate of the last month of last 
year would result in a net of $6.72 per share on the 
number of shares currently outstanding. 

Production has been speeded up as the employees be- 
come more expert, and various contracts have been 
signed with small companies for the volume output of 
parts such as wing tips. The facilities of Vega Airplane 
have also been rented by the parent company to a large 
extent. 

This company in which Lockheed has a 231,400-share 
interest out of a total of 450,000 shares outstanding, has 
been making progress in conjunction with the parent 
concern. Its planes are generally known as Lockheed 
Vegas, and have long been highly regarded in both the 
commercial and the sports fields. Lockheed last year 
paid one share of Vega for every 15 shares of Lockheed 
held. This plus cash of $1 per share marked the first 
distribution ever made by the company. 

The financial statement issued as of June, 1939, 
showed current assets of $9,410,495, of which cash 
amounted to $1,169,913 and current liabilities including 
bank loans of $1,250,000 were equal to $5,803,074. This 
compares with current assets of $4,153,040 and current 
liabilities of $2,807,016 at the end of 1938. Capital struc- 
ture consists solely of 775,000 shares of common stock 
with an offering of 225,000 (Please turn to page 512) 
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CLEVELAND GRAPHITE BRONZE CO. 
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BUSINESS: Black & Decker manufactures a diversified line of electrically 
driven portable hand tools and smaller machine tools as well as a line 
of fractional horsepower electric motors. The principal manufacturing 
plant is located at Towson, Maryland, but additional plants are located 
in Kent, Ohio, and Slough, England. Sales follow closely the activities 
of the aircraft, automobile, and other basic industries. 


FINANCIAL POSITION: The capital structure consists of 372,845 
shares of (no-par) capital stock. There were no funded obligations or 
bank loans outstanding at the end of the company’s fiscal year; Septem- 
ber 30, 1939. The 1939 balance sheet discloses a strong financial posi- 
tion. At the close of the fiscal year, cash alone—which amounted to 
$756,436—was more than double all of the current liabilities. The cur- 
rent asset ratio was nearly ten to one. Reflecting the strong demand 
for machine tools, inventories on September 30 were 7 per cent below 
the moderate levels of the previous year. 


OUTLOOK: Although the company operates in what is admittedly a 
“feast or famine" industry, heavy order-backlogs of its principal cus- 
tomers point to a sustained demand for Black & Decker products. The 
machine tool industry is now operating at close to 90 per cent of capa- 
city with further gains indicated. It is quite likely that the company is 
obtaining its full share of all available business. The favorable indus- 
trial outlook combined with the company's strong financial position favor 
continued, fairly liberal, dividend payments. Dividends at the rate of 
$! per annum were paid last year. Some increase in the annual dividend 
rate or an extra distribution is probable during the current fiscal year. 


MARKET ACTION: Black & Market B. & D.’s moves in 
Decker verage relation to average 

*37 high to '38 low 74% decline 64% decline 16% wider 

‘38 low to '38 high. 151% advance 76% advance 98% wider 

‘38 high to '39 low. 42% decline 34% decline 23% wider 

‘39 low to '39 high... 715% advance 44% advance 10% wider 


: ames volatility on four moves 52% greater than M. W. S. index of 309 common 
stocks. 

COMMENT: Recent price—20. The company's indicated rising trend 
of earnings together with a good rate of income would seem to warrant 
somewhat better market prices for the company's shares over the longer 
term. 


Long-Term Record 


Net Sales Net Income Net Divi- Price 
Year* (millions) (millions) PerShare(x) dend Range 
a $7.9 $1.0 $3.51 $1.50 741/e-315/, 
0080.......... 6.5 m 44 1.20 56 -10 
_ eee 4.3 d.7 d2.65 erie 15 - 3% 
1992........ 2.1 d.8 d2.94 oe 5%- 1 | 
1993 ....2.... 1.7 d.4 d1.49 Rear 9-1 
ee 2.7 3 -82 ar BIh- 4%, 
er 3.6 5 1.36 ieee 25 - 7% 
ee 4.9 9 2.74 eee 34 -1914 
| See 6.2 1.1 2.82 1.75 38 -1314 
_.. eee 4.6 3 -76 50 241n- 9%, 
SUD: b's damcieek 5.3 6 1.60 1.00 2414-14 


*—Fiscal year ending September 30. d—Deficit. (x)—On shares out- 


standing at close of fiscal year. 
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BUSINESS: Cleveland Graphite Bronze Co. ranks as the foremost do. 
mestic manufacturer of lined bearings, supplying nearly half of all of 
the motor bearings sold to the automotive industry. Sales to the avia- 
tion industry are expanding rapidly and promise to be a sustaining fac- 
tor in operations for the next several years. The company is actively 
engaged in research. A new bearing and a new bushing, combining 
steel with bronze, have met with favorable trade acceptance and other 
innovations are to follow. The Ford Motor Company and General 
Motors Corp. are the company's two largest customers but such lead- 
ing manufacturers as Chrysler, Studebaker, Nash, International Har- 
vester and many of the leading airplane engine builders are also 
supplied. 


FINANCIAL POSITION: Neither funded debt nor preferred stock 
precede the company's relatively small issue of 321,920 shares of ($1 
par value) common stock. Current assets at the end of 1938 were more 
than ten times greater than current liabilities of $271,023. At that 
time, cash alone was nearly four times total current liabilities. While 
the company's 1939 report has not as yet been issued, earnings are ex- 
pected to have approximated $5.25 a share of common stock as com- 
pared with $0.96 a share in 1938 and the previous (pre-depression} 
peak earnings of $4.67 a share reported in 1937. 

OUTLOOK: Further sales increases and the probability that the 
company's products will become increasingly acceptable to the aviation 
engine builders indicate further gains in the company's already satisfac- 
tory business. Replacement parts—which up until recently have played 
a relatively unimportant part in the company's business—are in in- 
creasing demand. New products, soon to be released, will further ex- 
pand the company's line and assist in decreasing the company's stil 
large dependence upon the automobile industry. 


MARKET ACTION: Cleveland Graph. Market Cleveland Graph.'s 
Bronze Average moves in rel. to av. 
‘37 high to '38 low....... 68% decline 64% decline 5% wider 
'38 lowto '38high....... 100% advance 76% advance 31% wider 
‘38 high to '39 low....... 34% decline 34% decline unchanged 
‘39 low to '39 high....... 93% advance 44% advance 112% wider 


oe volatility on four moves 37% greater than M. W. S. index of 309 common 
stocks. 

COMMENT: Recent price—38. Current prices do not appear ade- 
quately to discount recent earnings or near term prospects. The shares 
offer an attractive speculation and if given a supporting market, should 
make a better than average showing. 


Long-Term Record 


Net Sales Net Income Net Divi- Price 
Year (millions) (millions) Per Share dends Range 
1932.. $1.7 $.03 $ .10 $ .75 t 
J) 2.7 38 1.17 80 t 
|) re 4.7 51 1.58 1.75 f 
a 6.7 1.30 3.95 2.00 4814-27 
SOB Sores a7 1.20 3.85 2.50 4714-33 
ee 10.3 1.50 4.67 2.80 481/2-19% 
"| | re 5.0 .31 96 1.00 3014-15% 
1939 (9 mos.)... x 1.11 3.44 2.50 39 20% 


t—Unlisted. 


Vhumbnall Stock Hipraical 


THE MAGAZINE OF WALL STREET 


x—Not reported. 
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GENERAL TIME INSTRUMENTS CORP. 
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BUSINESS: The Doehler Die Casting Co. is the largest independent die 
caster in the world and does approximately half of the die casting done 
in the United States. Die castings are made from lead, zinc, tin, alu- 
minum, brass, copper, bronze, alloys and magnesium. Magnesium cast- 
ings, due to their extreme light weight and high tensile strength are be- 
coming increasingly important in many branches of industry. The auto- 
mobile industry uses about 40 per cent of the company's output. Air- 
plane makers are perhaps the second largest users. Plants in Toledo, 
Ohio, and Pottstown, Pa., are close to the company's best markets. 


FINANCIAL POSITION: The company has no funded debt or pre- 
ferred stock. Its only capital obligation is 280,426 shares of (no-par) 
comon stock. At the close of 1938 there were, however, $700,000 in 
bank loans. At the close of 1938 the company's financial position was 
only fair. At that time, current assets—including $126,235 in cash— 
were only slightly in excess of current liabilities. However, conditions 
have improved since that time. For the first nine months of 1939 the 
company reported net earnings equivalent to $1.42 a share of common 
stock; more than three times as much as in the same period of 1938. 
The gains are believed to have been extended in the final quarter of 
last year. 


OUTLOOK: The company's earnings trend follows closely general in- 
dustrial activity. With most of its customers operating at close to peak 
capacity, there should be a sustained demand for the company's prod- 
ucts. No dividends were paid in 1939 but some distribution, in keeping 
with earnings, is likely this year. 


MARKET ACTION: Doehler Die Market Doehler’s moves in 
Casting Co. verage relation to average 

‘37 high to '38 low....... 74% decline 64% decline 15% wider 

‘38 low to '38 high....... 113% advance 16% advance 32% wider 

*38 high to '39 low....... 61% decline 34% decline 44% wider 


'39 low to '39 high....... 122% advance 44% advance 177% wider 
a volatility on four moves 67% greater than M. W. S. index of 309 common 
$. 


COMMENT: With die-casting becoming increasingly important in in- 
dustry, Doehler should eventually achieve a stable earnings position. In 
the interim, the shares have possibilities as a speculative participation 
in a broad cross section of general industry. 


Long-Term Record 


Net Sales Net Income Net Divi- Price 

Year (millions) (millions) Per Share dends Range 
eee T $.8 $4.19 ‘eeleis 42 -14% 
NMED 6.3 Sco ches 3 1 .04 ees 23 - 4% 
es t 1 04 Thy- 2g 
_. SSeeeeee $2.5 d.1 d1.38 omy, 3%- 
A ey 3.2 of 60 ae 5 - 1% 
ee 4.6 5 1.99 Peed 14 - 3% 
| eee 6.7 6 2.40 oe 287-1014 
ee 9.5 9 3.19 $1.00 38%4-27%, 
12.4 1.0 3.46 2.00 4634-1614 

rae 7.0 1 19 -20 251-12 

1939 (9 mos.)... 1 4 1.42 2214-10 


t—Not reported. d—Deficit. 
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BUSINESS: General Time Instruments Corp. manufactures all manner 
of clock-work actuated devices including wrist and pocket watches, clocks, 
time-clocks and electric time recording instruments. Among the well 
known trade names of its products are "Westclox," "Big Ben" and "Seth 
Thomas." The latter name is the continuation of a business established 
well over a hundred years ago. Plants are operated in Connecticut, Il- 
linois and Canada. In 1935, the company obtained representation in 
the commercial time recording device field through the acquisition of 
the Stromberg Electric Company. This field is becoming increasingly 
important with the application of the new labor laws. 


FINANCIAL POSITION: There is no funded debt. The capitalization 
consists of 38,539 shares of $6 dividend preferred stock and 332,601 
shares of (no-par) common stock. As of January |, 1939, the company 
was in a strong financial position. At that time, cash and equivalent 
items valued at about $2,600,000 were more than three times current 
liabilities of slightly more than $800,000. The current asset ratio was 
better than seven to one. The company's business was exceptionally 
good in 1939 and it is likely that the comfortable financial condition of 
the company was further improved. 


OUTLOOK: Sales in the first 40 weeks of 1939 were I7 per cent better 
than in the same period of 1938. However, third quarter sales were 94 
per cent greater than in the second quarter of last year and the up- 
trend carried through the remainder of the year. Rising public buying 
power and increasing industrial activity are both responsible for the in- 
crease in the company's business. The company is also a logical maker 
of time fuses for military use. The inability of Germany to supply South 
American markets with time pieces is of only temporary advantage to 
the company. However, the company’s export business, which amounts 
to about 10 per cent of total sales, is increasing. 


MARKET ACTION: [ General Time Market Gen't Time's moves 
Instruments Average _ in relation to avge. 

‘37 high to '38 low....... 68% decline 64% decline 6% wider 

'38 lowto '38 high....... 46% advance 16% advance 39% narrower 

‘38 high to '39 low....... 48% decline 34% decline 41% wider 

"39 low to '39 high....... G 71% advance 44% advance 61% wider 


‘ ha volatility on four moves 18% greater than M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price—1I6. Improving operating ratios and a ris- 
ing demand for the company's product should be reflected in better 
earnings and a higher market appraisal of the common shares. 


Long-Term Record 


Net Sales Net Income Net Divi- Price 
Year (millions) (millions) Per Share dends Range 
eee $4.0 t $d5.86 ety x 
S| a 4.7 $.04 d .99 an x 
DO 8. ce seace 6.7 69 .38 a x 
Saree 7.9 85 2.24 ay x 
MS 54.5 655845 11.7 1.42 3.63 $ .75 441/4-301/, 
1) | a eae 12.3 1.32 3.29 1.75 43%-16 
We icctee ds 9.7 -10 d .38 15 2014-14 
1939 (40 wks.).. 8.2 * 52 1.04 1.00 18 -10% 


x—Not listed. 


t—Not reported. 
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BUSINESS: The Iron Fireman Manufacturing Co. was the first to suc- 
cessfully adapt automatic coal stoking to domestic heating plants. It 
was brought out at a time when oil-burners threatened to eliminate coal 
as a household central heating fuel and is credited with having saved 
much of the home heating market for the coal dealers. Early in the 
company's history, oil-burners were outselling automatic coal burners 
ten to one. Through constant improvement and aggressive sales meth- 
ods this ratio has been reduced to slightly more than two to one. The 
company introduced its own oil-burner in 1938. 


FINANCIAL POSITION: The company has neither a funded debt nor 
preferred stock. Its only capital issue consists of 359,260 shares (no-par) 
common stock. The company's financial position was strong at the close 
of 1938. Current assets of $3,274,084—including $391,526 of cash items 
—were more than eight times larger than current liabilities of $407,466. 
Since last year's dollar volume of business was about 15 per cent greater 
than in 1938, it is probable that the company's comfortable financial 
position has been maintained. 


OUTLOOK: Order back-logs are high. In order to meet the rising 
demand for its products the company has been forced to expand its pro- 
duction facilities to a point where factory output now exceeds 125 units 
daily. Foreign sales are also rising. Sales to England and Sweden in 
1939 were more than 70 per cent above a year ago and the upward trend 
continues. With an estimated increase of nearly 25 per cent in the 
number of homes to be built this year, it is most likely that there will 
be a corresponding increase in the sales of Iron Fireman equipment. 


MARKET ACTION: Market 


Ave 
*37 high to '38 low 64% decline 
‘38 low to '38 high 


'38 high to ‘39 | 76% advance 
idle ead 21% declin 34% decli % 
39 low to '39 high... pst % decline = - 357% narrower 


is! 30% advance 44% advance 32% narrower 
Pi ga volatility on four moves 32% narrower than M. W. S. index of 309 common 


iron Fireman 
g. Co. 

54% decline 

52% advance 


Iron Fireman's 
movesin rel.to av. 


15% narrower 
46% narrower 


COMMENT: Recent price—I6. The fact that the company has never 
experienced an operating loss since its inception together with the prob- 
ability that it will receive its full share of the expected 25 per cent in- 


crease in home building this year, entitles the common stock to investor 
corsideration. 


Long-Term Record 


Net Sal ivi i 

Year min Gee Ee | Saal 
st $3.01 $.77 $3.85 $1.00 38 -22%, 
— 3.27 44 2.25 1.50 29 -14% 
a . 2.23 .09 46 1.35 22%4- 3% 
. 1.87 .08 40 .30 7 -2% 

1933... 2.21 .33 1.69 ; Bip- 3 

1934... 3.19 52 1.76 801 19%- 8 
1935... 4.33 -60 2.02 1.00 30 -1314 
1936... 5.81 17 2.16 2.00 31-2214 
Ee 6.54 71 1.98 1.50 27-121 
1938... 5.66 .60 1.69 1.20 19 -12% 

1939... , x 1.20 1914-15 


x 
Tt—Plus stock dividend of 50%. x—Not yet reported. 
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Thumbradl Stock Apprraical  Thunbrad! Stock Appnraival 


THE MAGAZINE OF WALL STREET 





BUSINESS: Lee Rubber & Tire Corp., one of the smaller units of the 
rubber industry, manufactures automobile tires and tubes as well as 
about 500 various mechanical and other rubber items. Tires and tubes, 
which account for about 70 per cent of the company’s total sales, are 
sold mainly for replacement. Products are distributed through about 
28,000 dealers. The pneumatic tire and tube plant at Conshohocken, 
Pa., has an annual production capacity of about 850,000 casings and an 


| equal number of tubes. 


FINANCIAL POSITION: The capita! structure consists solely of an 
issue of 300,000 shares of $5 par value capital stock. Of this amount, 
268,343 shares are in the hands of the public and the remainder is 
in the treasury. The company's financial position is strong. As 
of October 31, 1939—the close of the company's fiscal year—cur- 
rent assets of $7,794,674 were five times greater than current liabilities. 
Cash items of $2,865,150 were 35 per cent larger than a year ago and 
inventories—valued at $3,559,79I|—were only 45 per cent of total cur- 
rent assets. 


OUTLOOK: Improving industrial conditions are not only benefiting the 
company's tire and tube business but also mechanical goods sales; which 
have been lagging until recently. Net sales for the 1939 fiscal year 
were about 18 per cent above a year ago while net profit after all 
charges was 54 per cent higher than in the similar period of the year 
previous. Last year the company distributed cash dividends of $2.50 
a share and a stock dividend of one-twentieth of a share of capital 
stock. The initial disbursement in the current fiscal year was $0.75 a 
share as compared with $0.50 a share last year. 


MARKET ACTION: Lee Market Lee’s moves in re- 
Rubber Average lation to average 
‘37 high to '38 low....... 63% decline 64% decline 1% narrower 


'38 lowto 38 high....... 199% advance 16% advance 161% wider 

‘38 high to '39 low....... 18% decline 34% decline 47% narrowet 

'39 low to '39 high....... 50% advance 44% advance 13% wider 
Average volatility on four moves 24% less on declines and 87% greater on advances 

than M, W. S. index of 309 common stocks. 

COMMENT: Recent price—33. The small capital structure, sustained 

earnings and better than average resistance to market downtrends make 


these shares attractive as an industrial speculation. 


Long-Term Record 


Net Sales Net Income Net Divi- Price 

Year* (millions) (millions) Per Share dends Range 

1929... $10.6 $ .5 $1.62 ae aks a5 -5 
OO 8.7 d.8 2.66 ee 11 «= 3% 
ae 6.8 d.6 d2.09 ah- 1h 
1932.... 6.4 2 55 Bi/e- 1% 
1933.. 5.2 a 1.01 ene 123_- 3% 

eee 7.4 3 1.28 $ .40 144-7 
a re 8.5 2 73 .50 14%,- 84 

| eee ; 10.6 6 2.20 50 1834-12 
SORE. Seistacs 13.8 6 2.32 1.60 277- 9% 
COB ok ovis 12.2 1.0 3.72 2.50 3054-1014 

CTE 14.5 1.5 5.46 2.50(x) 375/e-25 


*—Fiseal year ending October 31. (x)—Also 1/20 share capital stock. 
d—Deficit. 
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McGRAW ELECTRIC CO. 


With Large Earnings (contd) 


OUTBOARD MARINE & MANUFACTURING CO. 
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BUSINESS: Perhaps the most widely known product of the McGraw 
Electric Co. is its electric, automatic bread toaster sold under the trade 
name of Toastmaster." However, the company also makes a wide line 
of other household appliances such as waffle irons, water heaters, coffee 
uns, food containers as well as electric fuses. 


FINANCIAL POSITION: The only capital obligation of the company 
outstanding in the hands of the public is 472,600 shares of $1 par-value 
common stock. There is an authorization for 20,000 shares of preferred 
stock but as yet there is none outstanding. The September 30, 1939 
balance sheet indicated that the company was in a comfortable finan- 
cial position. At that time, current assets of $2,691,688 were nearly five 
times total current liabilities and cash alone was nearly double the 
company's short term obligations. Regular dividends of $1 per share 
per annum as well as an extra dividend of $0.75 a share were paid last 
year. 


OUTLOOK: The gradual revival of consumer buying power is being re- 
flected in increasing sales of domestic appliances. The company's 1939 
sles were approximately 20 per cent more than a year ago or about 
equal to the estimated gains of the entire industry. With about the 
same gains estimated for this year, McGraw Electric should have little 
difficulty in again reporting satisfactory increases in both sales and 
profits in 1940. 


MARKET ACTION: 


Thigh to '38 low....... 
‘Blowto'38 high....... 
‘high to ‘39 low....... 23% decline 34% decline 32% narrower 
‘low to '39 high....... 63% advance 44% advance 48% wider 
a e volatility on four moves 25% less on declines and 43% greater on advances 


« S. index of 309 common stocks. 
COMMENT: Recent price—23. The company's earnings should con- 
tinue closely to reflect rising consumer buying power. The shares’ ability 
torender a better than average market performance makes them suitable 
media for speculation in the consumer goods industry. 


McGraw 
lectric 


52% decline 
105% advance 


Market 
verage 


64% decline 
16% advance 


McGraw's moves 
in relation to avges. 


19% narrower 
38% wider 


Long-Term Record 


Net Sales Net Income Net Divi- Price 

Year (a) (millions) (millions) PerShare(c) dends (c) Range 

1929... sata $4.9 $1.0 $2.14 wale 30 12 

| 4.0 4 85 $1.00 2734-14 
1931... 3.1 of .40 .625 161h- 414 
1932... 1.7 d.3 d.s7 Rae Si_- 2% 
| ae 1.9 at 22 ae fs 6 - 1% 
| (i 3.2 5 1.06(x) 25 16 - 3% 
ae 3.8 6 1.30 75 31-13% 

1936... 5.4 1.0 2.12 1.75 46 -27 
54-40% 

1937... 5.9 9 2.00 1.00 {24-41 

MR ee oe 5.8 9 1.89 1.00 20-10 
sss. 5 6.7 1.3 2.72 1.75(b) 25-155 
. (a)}—12 months ending December 31. (x)—After adjustment of reserves. 
12 months ending September 30. (b)—Paid in 1939. d—Deficit. (c)— 
fdiusted to 472,600 shares now outstanding. {—Stock split two for one in 

eptember, 1937.° 
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BUSINESS: This company is probably best known for its outboard ma- 
rine equipment which consists of the famous Evinrude, Elto and Sea- 
horse motors. Its lesser known products include drainage pumps, frac- 
tional horsepower gasoline motors for refrigerators and washers, lawn 
mowers, small electric generators, electrical refrigerators, wood working 
machinery, etc. Foreign sales—divided about equally between Canada 
and other foreign countries—accounts for about 25 per cent of total 
sales. The company is only about four years old but it represents the 
consolidation of the two most important makers of outboard marine mo- 
tors in this country. Regattas, races and trophies offered by the com- 
pany serve to increase public interest in the company's products. 


FINANCIAL POSITION: The capital structure is simple, consisting as 
it does, of only 294,540 shares of $5 par value common stock. At the 
close of the last fiscal year—September 30, 1939—the company was in 
a strong financial position. At that time, cash items of $836,351 were 
well in excess of total current liabilities amounting to $721,185. The 
current asset ratio was better than three to one. 


OUTLOOK: The company's business is still highly seasonal but gradual 
expansion of its list of products is steadily reducing its dependance upon 
the outboard motor business alone. However, strong promotional activi- 
ties and the increasing ability to adapt what was first a purely luxury 
item to commercial uses is being reflected in sharply rising sales for 
marine equipment. Although public buying power had not as yet felt 
the results of increasing industrial activity, Outboard Marine's 1939 sales 
were 24 per cent larger than in 1938, the best in any previous year of 
the company's short history. Granted continuation of the present level 
of consumer buying power through the next six months, it is quite likely 
that further gains in sales will be witnessed. 


MARKET ACTION: Cotepent Market Outboard’s moves 


arine verage in relation to avges§ 
‘37 high to '38 low....... 67% decline 64% decline 4% wider 
'38 low to '38 high....... 125% advance 16% advance % wider 
38 high to '39 low....... 27% decline 34% decline 19% narrower 
'39 low to '39 high....... 60% advance 44% advance 36% wider 


; Oe volatility on four moves 21% greater than M. W. S. index of 309 common 
stocks. 

COMMENT: Recent price—27. The market price of the shares has had 
a sharp contraseasonal upward move in recent weeks, based in great 
part upon the favorable public reception afforded the company's new 
models at the New York Motor Boat Show. Current and near term pros- 
pective earnings would seem to warrant a high valuation of the shares 
although seasonal and market factors are not as yet favorable. How- 
ever, at any strong concession from prevailing price levels, the share 
should be an attractive speculation. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
ee tT $.68 $2.29 anne = 
1982... $6.84 .94 3.17 $2.50 28 -12% 
WO co cexs 6.65 -71 2.44 1.85 2214-10 
I oi vaxans 8.27 1.04 3.52 2.15 2614-16 
*—Combined accounts of predecessor companies. {—Net reported. 


x—Listed in January 1937. 









Small Companies With Large Earnings (contd) 


THOMPSON PRODUCTS, INC. VAN NORMAN MACHINE TOOL CO. ; 
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BUSINESS: Thompson Products is closely allied with the automobile | BysSINESS: Van Norman Machine Tool Co.—one of the smaller 
and aviation industry. Approximately 25 per cent of its products are | in the industry—makes a line of precision machine tools. The line im 
used in the making of aircraft engines and the proportion is growing. | cludes milling machines, oscillating grinders and machines and tools fe 
The company makes engine valves, valve springs, pistons, water-pumps, | the repair of automobile and other internal combustion engines. Uni 
bushings, tie-rods, spring shackles and many other small parts of which | recently, the automotive field supplied approximately half of the 
at least one third are sold for replacement purposes. Virtually every | pany's business. However, the strong revival of general industry hi 
important automobile, aviation engine and marine engine maker is | resulted in increasing emphasis upon other than automotive equipn 
among the company's customers. Plants are located in Cleveland and | The company's products are particularly adapted to die making, 
Detroit, close to largest consumer markets. making and grinding the curvature in ball and roller bearing ring 
FINANCIAL POSITION: The company has no funded debt. The 293,- Typical of the company's industrial customers are such large organi: 
290 shares of (no-par) common stock which are now outstanding, are | tions as General Electric Co., International Harvester Co., Otis Elevate 
preceded by 8,955 shares of $5 dividend, (no-par) convertible pre- Co., Eastman Kodak Co., Ford Motor Co. and many of the leading 
ferred stock. The preferred issue is callable at 105 and is convertible | ™anufacturers of aircrafts and aviation motors. The company’s 
into common stock at the rate of thirty-five one hundredths of a share chines are also used by the U. S. Navy. To more adequately ha 
of preferred stock for each share of common. The current asset ratio | the rising demand for its products, the company has recently negot 
as of September 30, 1939 was better than five to one. Despite the fact | @ long term loan of $600,000 to increase plant facilities. 
— bank loans, which amounted to $1,450,000 on January |, 1939, had | FINANCIAL POSITION: The capital structure is simple. There is 
een reduced by $500,000, cash items increased nearly $200,000 to | one class of stock (88,829 shares of $5 par value) outstanding. Aso 
$585,251 in the nine months period. October 7, 1939—the date of the latest balance sheet available—the 


OUTLOOK: Both the aviation and automobile industries are operating | current asset ratio was nearly three to one and cash items of $15008 
at high rates. Automobile production should be maintained at close to | Were equal to 50 per cent of all of the then current liabilities. Jive 
current high levels through the first quarter of this year and most air- dends of $2 a share were paid on the capital stock during 1939. 
plane makers are booked solid through this year. That the company will | OUTLOOK: The company has participated fully in the strong de 
benefit from the sustained activity of its best customers is indicated by for machine tools of all descriptions which arose during the latter + 
the fact that its aviation parts department has been operating at peak | of last year. Unfilled orders in December were close to $1,500,000 # 
capacity for some months past and has on hand sufficient orders to as- | compared with a peak production capacity of only slightly more [ 
sure continuation of this high rate of output through this year. There | $2,000,000 yearly. With the completion of the current expansion 

is no set dividend rate, Dividends of $1 a share were paid last year as gram, the company's production capacity will be increased about 
compared with $0.25 a share in 1938. per cent. Foreign demand for the company's products—normally ab 


MARKET ACTION: Thompson Market Thompson's moves | 25 per cent of total sales volume—is increasing. 


: roducts Average _ in relation to avges. “4 
27 ght" Ion...... TR deena GARE deine 446, wider” | MARKET ACTION: WVonMecre, — Atihesoytt anal 


boron to ‘38 high 255% advance 16% advance 235% wider 37 high to '38 low 67% decline 64% decline 4% wider — 

“ igh to oe low....... 41% decline 34% decline 17% wider 38 low to '38 high 161% advance 76% advance 112% wider 
low to '39 high 95% advance 44% advance 116% wider 38 high to '39 low 30% decline 34% decline 12% narrowest” 

COMMENT: Recent price—29. The company's earning power should | ‘39 low to '39 high 60% advance = 447% advance 39% wider 

be sustained by the favorable prospects of the automobile and aviation gaa volatility on four moves 36% greater than the M. W. S. index of 309 co 

industries and should result in eventually higher market values for the ow 

common shares. COMMENT: Recent price—25. The company's order backlog as 

a high rate of production well into the current year. The present mah 

Long Term Record ket price of the shares does not appear fully to discount the favorable 


Net Sales Net! ivi- i i i i 
a (millions) Gaillicon)” Per at z. = prospects of the machine tool industry and this company. 


x cat EE t $41 $ .30 $1.80 3944-10 Long-Term Record 

a tere nes - ~— 1.50 18 - 6% Net Sales NetIncome Net Divi- 
s ° J -81 -30 10 = 23%, Year (millions) (millions) Per Share dends 

1933. ° 2 58 Sos 2014- 53% | 1933.. , $.07 $ .75 ‘adds 

1934... 3 4 1.35 ve 2014-10 1934.. ae J -10 1.18 

1935. - ; 7 2.60 2634-1392 | 1935 : 17 1.88 

1936.. e 8 2.58 3234-245 | 1936.......... : 29 3.23 

1937... ; q 9 2.92 : 287-10 MOOT icecincs<) : .35 3.88 

1938... i : Y : - 28%%- Bf : .30 3.41 

1939(9 mos.)... 11.0 1.0 } : 33%4-17 1939 (40 wks.).. t 19 2.09 

d—Deficit. {t—Not reported. & t—Not reported. *—Unlisted. 


Thumbnal tock Hhypruated| 


THE MAGAZINE OF WALL STRE i 




















1 aaeaeaianeneanenraprereiemmniiadaaee 
BUSINESS ACTIVITY 


ag 


| | | 
[bee aoe CONCLUSIONS 


M. W. S. Index 





! 





| 
| 
| 
aE Magy on 





INDUSTRY — 1940 opens hesitantly; 


but no important recession probable. 











TRADE—December exports best in 


ten years. 








=100 


COMMODITIES — Irregularity con- 


tinues to rule. 


1923-25 














MONEY AND CREDIT—New York 
banks heavy buyers of Government 
bonds. Commercial borrowings 


down. 























While the old year closed with per capita 

Business Activity at a new high for the oo NESS C 
rent recovery, and within a minute fraction of Federal Reserve Boord 
the 1937 peak, the new year has opened with 
rather sharp recessions in business, raw mate- 
rial prices and the stock market. On a season- 
ally adjusted basis, Carloadings and Electric 
Power output made further gains during the 
first fortnight of 1940; but other components 
of our Business Index failed to stage normal 
snap-backs after the holidays. Thus far the 
reversal in business trend has no more than 
canceled the exotic year-end bulge occasioned 
by unusually high rates of activity over the 
holidays; though some further decline is to be 
expected in the next few weeks. 

















* * * 








Slackening of some proportions during the 
current quarter, following last year's sharp rise 
in production to near capacity levels, would be 
a natural sequel to the wild buying spree fol- 
lowing outbreak of the war; but Sedan car- 
ried over into the new year are sufficient to 
sustain employment, and hence public purchas- 
ing power, at a comparatively figh level until 
a new buying wave sets in—barring unpre- 
dictable developments which might throw a 
monkey wrench into the complicated economic 
machine. While business operating at close to 

(Please turn to next page) 
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Busimess and 


Industry 





Latest 
Month 


Previous 
Month 


Last 


Vaeor PRESENT POSITION AND OL 





——., 





INDUSTRIAL PRODUCTION (a) 128 


124 


———S} 


104 





NDEX OF PRODUCTION AND 
SS ee ene 
INS cs Soe oa co 
Durable Goods................ 
Non-durable Goods. .......... 
Primary Distribution............ 
Distribution to Consumers....... 
Miscellaneous Services......... 


93 
92 
84 
97 
89 
99 
84 


91 
90 
80 
97 
88 
96 
83 


(Continued from page 495) 


84 
83 
67 
92 


peak levels is naturally more susceptible to shock 
than after a recession which has corrected a num- 
ber of maladjustments, the present situation seems 
77 fundamentally sound enough to preclude the 
90 probability this year of either a major business 
81 depression or a prolonged minor recession. 





WHOLESALE PRICES (h)...... Dec: 79.X(pl) 


Ei 4 


77.0 eee 
pean Thus far the war has had ‘only a mildly infla- 





INVENTORIES (n. i. c. b.) 
ee See ee 
Semi-Finished Goods. ......... 
Finished Goods............... 


Nov. 
Nov. 
Nov. 


93.0 
89.6 
114.6 


91.4 
92.8 
111.8 


tionary effect upon the general price level, 
Among three primary groups, the largest advance 
from Aug. 26 up to present writing has been in 
raw material prices, which are up 17%, fol- 


103.3 
110.7 





COST OF LIVING (d) 
Alll items. 
Food 
Housing 
Clothing 
en | are 
Sundries 
Purchasing value of dollar....... 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


85.3 
78.5 
86.6 
712.9 
85.6 
96.8 
137.2 





85.7 
19.6 
86.7 
72.9 
85.6 
96.8 


116.7 





‘NATIONAL INCOME (cm)i.... 


CASH FARM INCOME; 
Farm Marketing 
Including Gov't Payments. ..... 
Total, First 12 Months.......... 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee)..... .| 
Ratio: Prices Received to Prices 

GSS Ea ire eee 


‘FACTORY EMPLOYMENT (f) 
Durable Goods. 
Non-durable goods ne Siok Sie A 


1939 $ 70 000 





Nov. 
Nov. 
1939 
Dec. 
Dec. 














“FACTORY PAYROLLS {6}... 
(not adjusted) 


RETAIL TRADE 
Department Store Sales (f)... 
Chain Store Sales (g). 
Variety Store Sales (g) 
Rural Retail Sales (j) 


Retail Prices (s) as of 


| 
| 
| 
| 
| 7 
9% 
120.0 
130.0 
139.4 

99.0 


| 

| FOREIGN TRADE 

Merchandise Exportst 
Cumulative year's total? to. 
Merchandise Imports 
Cumulative year's total t to 


| RAILROAD EARNINGS 
Total Operating Revenues*. . 
Total Operating Expenditures * 
Taxes* 
Net Rwy. Operating fncome* 
Operating Ratio% ailing 
Rate of Return % 


| BUILDING Contract Awards (k) 
F. H. A. Mortgages 
Selected for Appraisal t 
Accepted for Insurance? 
Premium Paying? 


$358.0 

3,124.0 
257(pl) 
2,300(pl) 


Dec. 31 
Dec. 
Dec. 31 










} 
1st11mos.$3,649,824 
1st11 mos. 2,669,203 
..]/1st11 mos. 332,336 

.{1st11 mos. 526,963 


.|1st 11 mos. 73.13 
.|1st 11 mos. 2.18 


Dec. 354.1 


67.1 
53.2 
64.8 


Dec. 
Dec. 


Building Permits (c) 
214 Citiest 
New York Cityt 


| 

$63.2 
| Total, U. S. 

| 


13.4 
76.6 


190.3 








Engineering Contracts (En){..... 


95 
117.0 
122.0 
122.7 

91.9 


$286.9 


735.3 


$299.8 


80.7 
65.0 
67.1 


$85.3 


302.2 


lowed by 6.7% in wholesale prices and 3% 
in retail prices. Among critical and strategic 
materials, however, such as ferro-manganese, 
flaxseed, cadmium, tungsten ore, hemp, jute, 
hides, nux vomica, and shellac, advances have 
ranged from 25% to 100%. Striving to avoid 
the pitfall of reduced public purchasing power, 
producers and distributors generally have adhered 
to a conservative price policy; but further advances 
in retail price seem unavoidable with the exhuas- 
tion of lower priced inventories accumulated prior 
to the war. 





* * * 


According to the National Industrial Confer. 
ence Board, finished goods inventory held by 
manufacturers on Dec. 1 was only 2.9% above 
a year earlier; though at the highest level since 
May, 1938. Farmers’ cash income from 
marketings last year totaled $7,625,000,000— 
$2,000,000 less than in 1938; but Government 
benefit payments came to $675,000,000 against 
$482,000,000 in 1938. In the 10-year period 
between 1929 and November, 1939, average 
weekly factory wages advanced 16.6% in 
purchasing power, despite a slight decline of 
0.2% in contents of the pay envelope. Mean- 
while hourly wages rose 23.2%, while the work 
week dropped to 39.1 hours, from 48.2 hours. 





89 
112.0 
122.0 | * * + 





114.8 
85.3 





Department store sales in the week ended 
Jan. 6 were 5% above last year, compared with | 
a four-veeks’ increase of 9%. For all of 1939, | 
with national income paid out estimated at 
$70,000,000,000, wholesale sales amounted 
to about $20,700,000,000, a gain of 8.8% 
over 1938; while retail trade reached $38,200,- 
000,000, up 8%; with installment sales jumping 


$266.4 
3,094.4 

176.1 
1,960.4 





25%. Contrary to preliminary Government esti- | 
mate, December exports were 35% —not 9% | 
-above December, 1938. 


* * * 


$3,246,549 
2,488,875 
314,084 
323,732 
16.66 

1.34 


$389.4 


The |. C. C. purposes this year to set minimum | 
rates on truck freight to halt the competitive war- 
fare with the rails; but the Commission warns that 
the current improvement in business will not 
solve the carriers’ problems without reducing the | 
preventable uneconomic waste in transportation. | 


76.9 
31.1 
56.3 ° * * 

Mortgages selected in December for appraisal 
by the FHA were slightly below the like month 
of 1938, the first annual decrease in 1939. | 


} 

| 

$67.3 } 
Construction contracts last year were 11.5% | 
| 


22.3 
89.6 


339.3 


above 1938, with residential awards up 35%. | 
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Month Month PRESENT POSITION AND OUTLOOK 
Ingot Production in tons*®......... . 5,164 5,463 Retail deliveries of automobiles during the 
a Pig Iron Production in tons*...... ‘ 3,768 3,720 first ten days of January were 27% above the like 
0K Shipments, U. S. Steel in tons*.... q 1,304 1,271 period a year earlier, against an 8% gain for 
———— a | December. Fourth quarter earnings by most 
AUTOMOBILES companies were the best in two years or more. 
Production Production of cars and trucks this month in the 
PONG MNCL Oe Sea bets Nov. 351,782 313,377 372,413 U. S. and Canada is estimated at 470,000 units, 
shock Total 1st 11 Months........... 1939 3,495,034 - =... 2,100,739 a new peak for January. 
num: Registrations ce % - 
seems Passenger Cars, U.S. (p)........ 1st11mos2,400,200 _......... 1,664,904 ‘ 
le the Fiabe: Al RE ccs oice daceroetns ee I cig gts ngsgctecn 340,015 Machine tool output in December was at 
inal 93.3% of capacity, a new 1939 high, against 


PAPER (Newsprint) the year's low of 52.5% in January. Paper= 
Production, U. S. & Canada* (tons).| Dec. ; 285.6 board new orders in November were approxi- 
Shipments, U. S. & Canada*® (tons).| Dec. 342.9 ; 303.4 mately 414,000 tons, compared with 498,000 in 








- infla- Mill Stocks, U. S. & Canada* (tons).| Dec. 182.5 4 180.0 October and 327,000 in November, 1938. 
level, |__— From 22% below the like week a year earlier, 
ivance LIQUOR (Whisky) touched in the week ended Dec. 2, lumber 
sll Production, Gals.®. ............. Nov. 8,946 10,572 orders jumped to 20% above during the week 
b, fol- Mithdrawn, Gals.*. ........0-.0- : 10,385 8,550 9,559 | ended Jan. 6. 

d 3% ES, | 465,934 469,173 466,175 + 

ategic a All previous records for cigarette production 


anese, GENERAL | were surpassed in 1939 with the year's output 


jute, Paperboard, new orders (st)....... . 414,224 497,834 327,168 | registering an increase 8.7 billion or 5.32% over 
| have Railway Equipment Orders (Ry) the former high mark set in 1938. Owing to 
avoid EOCOMOUVE  -.2)s'c eos cores ssh os . 15 41 lower leaf prices, manufacturing costs this year 
ower, Bra iGNty GAINS s'<. since i c/sose'x sinh tugs ’ 100 7,961 will be the lowest since 1935 and $12,000,000 
lhered Passenger Cars.........-.---05 ' 106 _ a | below last year in the aggregate. Cigar makers 
vances Cigarette Production}. ........... : 12,803 14,461 expect savings of $2.50 per thousand on pure 
x huas- Bituminous Coal Production * (tons) 5 37,283 42,835 Havana cigars from the new reciprocal trade 


1 prior Boot and Shoe Production Prs.*. . . , 29,500(pl) 31,872 treaty with Cuba. North American newsprint 
Portland Cement Shipments*...... ; 6,772 10,147 output last year was 10.9% above 1938. 
Commercial Failures (c)........... ; 882 886 




















f = ——— — — er a 
id by WEEKLY INDICATORS \ et a. ele 
above fl ag me Latest Previous or 
since Week Week Ago __ __ PRESENT POSITION AND 














om | BM. W. S. INDEX OF BUSINESS | | 

wail ACTIVITY 1923-25—100...... | Jan. 99.6(pl) 101.6 85.7 Electric power output has continued to ex- 
aol ae | __ pand at a better than normal seasonal race during 
ental ELECTRIC POWER OUTPUT | the opening weeks of the new year, and the spread 
erage K.W.H.+ PeCn Sb SOG RO es wah eo 8 8.68 | Jan. 13 2,593 2,473 2,270 } over last year has widened to 14.2%. The SEC 
ZL, in TT cn egeamaenamiaN eam plans to expedite reorganization of Utility hold- 
oe TRANSPORTATION | ing companies, with prospects that the final set-up 


Catloadings, total.............00. : 667,713 592,392 582,244 | will leave little equity for common stockholders 


— VENTS Pex e Gis eats | Jan. 31,872 27,043 33,991 | in insenete whose lemme pected eee 

nours, | ME] etc terete teeter eens : 164,463 148,617 119,792 rearages have accumulated. TVA Director 
Forest Products eas Blais RN eT 30,102 26,118 26,423 | Lillienthal testifies that no further purchases of 
er & Miscellaneous... | ~ 13 260,922 pp aad rh | private Utilities are now contemplated. 

= Ries 1s __ ats Wien he CEe | Jan. 13 114,110 123,27 145,1 | igs 2s 


with | STEEL PRICES 





1939, s Though tin plate production continues to recede 
ed at ef oe $ per ton (m)............ - - a oe oa pnd | rather sharply in consequence of heavy stocks 
unted Fj “a tga ——: ne ia pila aalia pe a ied 9.961 2.986 | accumulated by can makers in the fourth quarter, 
B.8B% inished c per Ib. (m)..........-. en : , : | most of the somewhat greater than seasonal! slack- 
200,- alae a ' eat a | ening in steel operations in the opening weeks 
nping STEEL OPERATIONS of the new year, has been caused by withdrawal 





% of Capacity week ended (m)....} Jan. 20 53.0 


of old style, inefficient equipment. Bookings for 
the past four weeks have been at little better than 
50% of shipments; but heavy backlogs and an 


- esti- 


9% Bl caPITAL GOODS ACTIVITY 








(m) week ended................ Jan. 13 re 97.3 83.5 | expected rise in orders before long should sustain 
arin Gee ee hia Sica ‘pias heme operations at an average of around 80% of ca- 
imum PETROLEUM : | pacity during the current quarter, yielding profits 
wane Average Daily Production bbls.*. .| Jan. 13 3,584 3,244 | about etual tothe fautivenin 
5 hl Crude Runs to Stills Avge. bbls. *..| Jan. 13 3,520 3,370 3,213 | . 
nal Total Gasoline Stocks bbls.*...... Jan. 13 84,326 82,002 74,694 | e Vers 
g the Fuel Oil Stocks, bbls.*........... Jan. 13 78,213 78,933 99,847 | Gasoline i inal b ee 
: Crude—Mid-Cont. $ per bbl...... Jan. 19 1.02 1.02 1.02 | ne ee ne een ae 
ation. | and mid-continent prices are softening. 





Crude—Pennsylvania $ per bbl....| Jan. 19 2.23 2.23 1.28 
Gasoline—Refinery $ per gal...... ' Jan. 19 0.064 0.065 0.05% 





raisal | t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
nonth term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Commerce estimates of income paid out. (d)}—Nat. Ind. Conf. Bd. 1923—100. (e}— 
939, | Dept. of Agric., 1924-29100. (ee)—Dept. of Agric., 1909-14—100. (En)}—Engineering News Record. (f}—1923-25—-100. (g)}— 
| 5% Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100, (j}—Adjusted—1929-31—100. (k)}—F. W. Dodge Com. (m)}—lron 
35%. Age. (n)—1926—-100. (n. i. ¢. 6.)—Nat. In. Conf. Bd. 1936—100. (p)—Polk estimates (pl}—Preliminary. (r)-—Revised. (Ry)—Rail- 
way Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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e4e — 
Trend of Commodities 
Five months of war have as yet established no clear cut The T N EC continues to talk of higher P smeger emphasizing 7? 
trend in commodity prices. The substantial gains recorded the fact that the major rise in commo ity _ did not i. 
by the majority of leading commodities in the early days start until the World War was a year old. Other precedents 0 
of the war were largely dissipated in the subsequent reac- set by the World War have gone by the boards and in E; 
tion which occurred in October and November. Renewed time this one may follow suit. In the last twenty-five year, Refi 
strength in several commodities in mid-December led the there have been many changes in the supply-demand ratio Refi 
T NEC to declare that a secondary buying wave appeared of leading commodities which may play a significant part in Refi 
imminent. Such, however, did not prove to be the case. the present price trend. . 
| ert 
Refi 
170 see 7 ‘ 
8 | | Rete: TIN 
Bad eee a | Price 
S COST | | ieee | Tin | 
° oureut] | {|| | | ee - Wo 
x | | FINISHED PRODUCT i | | us 
wW BUREAU OF LABOR IN | ¥ 
2” 2 Sane /mGne ‘LEAL 
Fal ei ee ee Teeter tii | Price 
ke HOLESALE PRICES | | : TT | | Us 
s M TREND __| 2 bat 
O 110}- -—}-—_}—---++ z . +t U.S 
o x Stoc 
© 100 3 70 —— 
s ' “ZINC 
90 | Prici 
us 
& 80 | y.s 
3 a8 | Stoc 
- 70) _ _ SR | 
“” i = 
Nt HAGAEEHEnAnT|| | 
60 soi heeahedond SILK 
1925 1930 1935 1940 ‘IF DJFMAMJJASOND Pric 
39 1940 Mil 
Changes in Major Commodity Price Groups for the Fortnight Ended Jan. 13, 1940 Visi 
- Metals...... : ; . e anes 
doom o4 Building Material. .... on # | RAY 
no change Chemical... .. ¥ ie te . Pric 
down 0.5 Housefurnishings le C 
down 0.1 Miscellaneous no change mn 
Mes Sy Ee Be a ae kame sR ae Stoc 
woc 
Pric 
Latest Previous Year “HIDE 
WkorMo. WkorMo. Ago PRESENT POSITION AND QUTLOOK pe 
a — _ - - — = = = — = —- = — = - = = Visi 
COTTON ; | Cotton. Although indicated world consump- No. 
Price cents per Pound, closing | tion of cotton in the current crop year is running —— 
10.87 10.79 | about 1,000,000 bales in excess of production, | RUBE 
10.56 10.45 . | supplies as a result of the large carryover are more Pric 
Spot....... Slide laaia | . 11.24 11.15 | than adequate. Probabilities are that production Imp 
(In bales 000's) | will increase rather than diminish, while the out- Con 
Visible Supply, World | (X) (X) iook for world consumption, with war as a back- Sto 
Takings, World, wk. end (X) (X) epee ground, is fraught with considerable uncertainty. Tire 
Total Takings, season Aug. 1 to... .| (X) (X) ae Domestic consumption in the first five months of | Tire 
Consumption, U. S , 665 119 566 | the current crop year totaled 3,311,702 bales | Tire 
Exports, wk. end . 232 120 90 | compared with 2,798,708 in the same period of ——— 
Total Exports, season Aug. 1 to.... 3,485 3,253 2,089 | 14938. Sales of gray goods rose sharply near the coc 
Government Crop Est. (final)... . .. 11,792 oe 11,943(ac)} close of last week. Price range likely to be Pric 
Active Spindles (000's) 22,778 22,774 22,443 uk An 
$$—__—_———|--—- — — * * * | War 
WHEAT ; : Wheat. The heavy snowfall throughout most bt 
Price cents per bu. Chi. closing | | of the winter wheat belt has led to some modi- | COFI 
May......-..-.----+---+---+-| Jan. 20 101% 98%, 69% fication of the previous pessimistic estimates of | Pric 
‘ Jan. 20 9846 96% 69% | the crop outlook. This and reports of milder | Imp 
Exports bu. (000's) since July 1 to.| Jan. 13 65,522 63,777 87,809 weather in the offing touched off speculative | U.S 
Exports bu. (000's) wk. end Jan. 13 1,745 1,124 2,118 liquidation. At one time during the past week ff }—— 
Visible Supply bu. (000's) as of...} Jan. 13 114,323 117,275 107,401 prices were down 12 cents from the highs recorded | | | SUG. 
Gov't Crop Est. bu. (winter) (00's); Dec. 1 399,000 ; 563,431(ac)| in the closing days of 1939. The recent heavy | Pric 
a“ ee Seen ee ee ——————|_ takings of Canadian and Australian wheat by | R 
CORN Great Britain should take care of British require- | R 
Price cents per bu. Chi. ments for some time. Irregular price trend likely. | U.S 
Jan. 20 581% 57T¥e 52% : «° # U. < 
y EL Jan. 20 58% 57% 53% Corn. Prices have followed the pattern set by 
Exports bu. (000's) since July 1 to.} Jan. 13 14,085 12,427 55,604 wheat. Export interest has moderated and move- 
Visible Supply bu. (000's) as of...) Jan. 13 44,463 44,416 47,145 ment from farms to central markets has beet t 
Gov't Crop Est. bu. (000's) (final)..| 1939 2,619,137 2,562,197(ac)| ight. refinec 
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REET 








Latest 


Wk. or Mo. 


Previous 


Wk. or Mo. 


Year 


Ago . 


PRESENT POSITION AND OUTLOOK 











Price cents per Ib. 


Export f. a. s., N. ¥ 
Refined Prod., Domestic (tons). . . . 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons) 
Refined Del., World (tons) 
Refined Stocks, World (tons) 


Jan. 20 
Jan. 20 
July 
July 
July 31 
July 
July 
July 31 


12.00 
12.00 
57,339 
59,681 
316,543 
158,236 
181,487 
490,419 








Ie 





Price cents per Ib., N. ¥ 

Tin Plate, price $ per box 
World Visible Supplyt as of 
U. S. Deliveriest 

U.S. Visible Supplyt as of 


46.00 

5.00 
38,280 
11,366 


Jan. 20 
Jan. 20 





| LEAD 

| Price cents per Ib., N. ¥ 

| U.S. Production (tons) 

| U.S. Shipments (tons) 
Stocks (tons) U. S., as of 


48,467 
64,365 
58,061 








| cee —— 


| ZINC 


Price cents per Ib., St. Louis....... 


U. S. Production (tons) 


U. S. Shipments geehan ia Pe Bors 


Stocks (tons) U. S. as of 


| SILK 
Price $ per Ib. Japan xx crack 
Mill Dels. U.S. (bales), season to. 
Visible Stocks N. ¥. (bales) as of. 


RAYON (Yarn) 
Price cents per Ib.. 
Consumption 
Stocks as of (2)... 
‘WOOL 
Price cents per Ib. tops, N.Y 


HIDES. 
Price cents per Ib. No. 1 Packer. .. 
Visible Stocks (000's) as of 
No. of Mos. Supply as of........ 


| RUBBER 
Price cents per Ib 
TRAHAN cece ins oon a res 
Ronsumption, U.S. fi... sec ess 
Stocks U. S. as of 
Tire Production (000's) 
Tire Shipments (000's) 
ire Inventory (000's) as 5 of 


Price cents per Ib. May 
Arrivals (thousand bags) 
Warehouse Stocks (thousand Ibs. ob 


COFFEE 
| Price cents per Ib. (c) 
ge season to 
S. Visible Supply (bags 000' sad 


| SUGAR 


Price cents per Ib. 


Refined (Immediate Shipment)... 
U. S. Deliveries (000's)* 


| U.S. Stocks (000's)* as of (rr) 





[1st 11 mos. 


6.8 
1.10% 


14 
12,592 
6.8 


19.10 
69,134 
48,428 

138,017 

4,867 
4,244 
9,244 


5.46 
271 
1,062 


pang 


2.90 
4.40 
6,290 
793.1 


12.50 
12.30 
61,719 
53,573 
335,017 
173,205 
180,433 
513,670 


47.125 
5.00 
38,035 
7,870 
21,058 


5.50 
42,563 
66,060 
73,963 


5.75 
53,524 
64,407 
61,522 


3.79 
32,241 
41,927 


53 
32.8 
7.6 


15 
12,413 
6.2 


19.12 
42,706 
54,322 

118,535 

5,431 

5,188 

8,657 


BK 
434 
1,282 


Ty 
5,652 
1,825 


523,196 


46.50 
5.00 
37,712 
3,400 





35,958 
42,032 
115,236 


4.50 
45,345 
39,052 

126,604 


1.94 
35,204 
53,278 
51 | 
26.2 





39.5 


. 8549 


1014) 
13,501 
7.6 


15.90 
36,977 
48,143 

231,500 

4,139 
4,405 
7,924 


2.77 
4.30 
6,024 
679.9 


Copper. Copper, one of the vital sinews of 
war, continues to show a price action contrary 
to anything which might have been exected once 
war became an actuality. Last week for the first 
time since the war started f. a. s. prices dipped 
below the domestic figure. Subsequently several 
leading domestic producers lowered prices to 
12 cents—off 1% cent. Prices appear to have 
become largely a domestic proposition, with war 
an ineffective factor. The situation, however, 
may change in the near future. 


7 * . 


Tin. Prices faded during the past week and 
buying interest, even at the lower levels, remained 
indifferent. Reports were current that Washington 
was studying possible measures to restrict tin ex- © 
ports to Europe. 

* - a 

Lead. Total stocks of all lead declined 19,282 
tons in November. Stocks, as a result, were the 
lowest since Dec. 1, 1930. The excellent statisti- 
cal position of the metal reflects considerable 
credit upon the intelligence and foresight of lead- 
ing producing interests. 


x . 7 


Zine. Stocks of all grades rose 4,473 tons 
in December, and while still the smallest since 
1937 are cause for concern. Shipments last month 
dropped 10,900 tons and production was the 
highest monthly figure in 22 years. Recent sales 
have fallen off sharply 


. + > 


Silk. Japanese consumption in December was 
the second largest for any month in recent years. 
Reports were current that efforts were being made 
in Japan to allot consumption. Although sup- 
plies are tight, prices have reached a point where 
they appear quite vulnerable. 


7 * 7 


Hides. The persistent weakness in both spot 
and futures have forced buyers and traders to the 
sidelines. A large sale of sole leather to Great 
Britain and confirmation of record breaking shoe 
production were without effect in restoring 
bullishness. Hides are both war and stock market 
conscious and will continue to reflect develop- 
ments in both. 

> . * 

Rubber. Lack of interest reflected itself in 
lower rubber prices. Rubber, along with tin, may 
be subjected to export restrictions under pressure 
from Army and Navy officials. Imports in Decem- 
ber were 69,134 tons, 10% larger than had been 
expected, and the second largest monthly total 
on record. Consumption in the United States 
last year set a new high record. 

& Y * 


Coffee. With surplus stocks large and Euro- 
pean consumption declining, prices have slipped 
and may be subjected to further pressure over the 
next several months 


. 7 . 


Sugar. Domestic refiners have guaranteed 
a price of 4.50 cents for deliveries up to six 
months. No announcement, however, has been 
made as to the volume of business booked. Raw 
prices have continued quiet, as have world prices 
despite the bearish implications of the action of 
Great Britain in rationing sugar. War will con- 
tinue to be the most potent underlying factor 








t—Long tons. *—Short tons. 


refined, 


(a}—Million pounds. 
( X}—No foreign statistics allowed to be sent from abroad because of war conditions. 


(ac)}—Acctual. 


©) —Santos 


No. 4. N. Y. (pl}—Preliminary. (n}—Raw and 
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Money and Banking 





Date 


Latest 
Week 


Previous Year 
Week Ago 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥Y 





CREDIT (millions of $) 
Bank Clearings (outside N. Y.).....| 
Cumulative year's total to 

Bank Clearings, N. ¥ 
Cumulative year's total to 
F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans. .... 
Brokers Loans 
Invest. in U. S. Govts 
Invest. in Govt. Gtd. Securities. . 
Other Securities 
Demand Deposits 
Time Deposits 

New York City Member Banks | 
Total Loans and Invest | 
Comm'l Ind. and Agr. Loans.... 
Brokers Loans 
Invest. U. S. Govts 
Invest. in Gov't Gtd. Securities. . 
Other Securities 
Demand Deposits 
Time Deposits 

FEDERAL RESERVE BANKS 

Member Bank Reserve Balance. . . 
Money in Circulation 
Gold Stock 
Treasury Currency 
Treasury Cash 
Excess Reserves 





NEW FINANCING (millions of $) 
Corporate 
New Capital 
Refunding 





10% 
ho 


2,542 
5,176 
3,472 
6,704 


23,131 
4,363 
669 
8,777 
2,400 
3,308 
18,823 
5,274 


8,789 
1,672 

498 
3,415 
1,226 
1,171 
8,483 

657 


12,020 
7,405 
17,805 
2,968 
2,361 


5,500 


1%4% 


Vh-%4% 
1% 


23,087 


4,353 

700 
8,703 
2,412 
3,298 


18,566 


1 


1 


Latest 
Month 


221.3 
27.0 
194.3 


5,276 


8,709 
1,693 

519 
3,299 
1,215 
1,167 
8,407 

654 


1,830 
7,463 
7,747 
2,965 
2,341 
5,380 


Last 
Mont 
172.2 
21.4 
90.8 


1%% 
Ye-1% COMMENT 
1% 


: 1% The action of New York City reporting Mem- 
ber Banks in acquiring $123,000,000 Treasury 
2 364 bonds was the feature of latest banking develop. 
4.119 | ments. This is one of the largest bond acquisitions 
3.596 in any single week on record. Early in the week 
7415 when fears of a German invasion of Holland 
s precipitated considerable liquidation of Goverm- 
91.477 ment issues from other sections of the country, 
3.81 8 buying by New York banks undoubtedly played 
864 an important part in preventing a sharp decline. 
8,206 | Oddly enough, however, Federal Reserve 
1.715 | banks, which supported the Government bond 
31 g9 | market on a large scale last September, reported 
16,050 | no change in their portfolios, the supporting 
5177 | function having apparently been unofficially 
: taken over by the New York banks. Holdings 
7,615 | of Treasury bonds by New York banks now total 
1,371 $2,430,000,000 a record high. 
675: | The increase in investments last week more than 
2,685 offset the drop in loans of New York banks and 
853 | resulted in a net gain of $80,000,000 in earnings 
1,125 | assets. Loans to commerce, agriculture and in- 
6,793 dustry were down $21,000,000, while loans to 
613 | security dealers and brokers were off a like 
amount. Loans to banks declined $6,000,000. 





9,130 

6,666 

14,615 

2.810 

9,126 | 

3,560 Reflecting further additions to gold stocks and 

= the post holiday return of currency to banks, 

Year excess reserves rose $120,000,000 and now 

h Ago stand only $30,000,000 under the all time high 
296.8 reached late in October, 1939. 

46.6 

237.2 
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1940 Indexes 





No. of 
Issues (1925 Close—100) High 
309 COMBINEDJAVERAGE 66.4 


Low Jan. 13 Jan. 20 


62.1 


62.6 





5 Asgricultural Implements... 103.0 
6 Amusements 28.1 
15 Automobile Accessories... 88.4 
12 Automobiles 11.7 
12 Aviation (1927 Cl—100). 198.2 
3 Baking (1926 Cl—100)... 12.0 
3 Business Machines........ 117.3 
9 Chemicals 173.3 
20 Construction 33.6 
5 Containers 228.2 
100.0 
Dairy Products 31.5 
Department Stores 20.9 
Drugs & Toilet Articles... 47.1 
Finance Companies 270.7 
Food Brands 103.3 
Food Stores 46.9 
Furniture & Floor Covering 56.9 
Gold Mining 968.7 
Investment Trusts 23.8 
Liquor (1932 Cl.—100)... 153.9 
Machinery 


93.5 
26.4 
82.1 
10.8 
185.3 
43.3 
113.8 
161.7 
31.0 
223.2 
92.0 
30.8 
20.0 
45.9 
265.4 
96.4 
44.8 
33.3 
929.7 
21.6 
150.0 
109.3 


61.2 


1940 Indexes 





(Nov. 14, 1936, Close—100) High Low Jan. 13 Jan. 20 
100 HIGH PRICED STOCKS. 67.09 64.02 64.02 64.03 
100 LOW PRICED STOCKS.. 58.67 54.40 55.29 54.40 





93:5 
26.4 
82.1 
10.8 
189.1 
ane 
114.1 
161.7 
31.0 
225.7 
92.0 
31.1 
20.1 
46.4 
265.4 
103.3 
46.0 
53.9 
950.7 
21.6 
150.9 
109.3 








2 Mail Order 87.7 877 884 
4 Meat Packing 556 52:7 “S27 53:7 
13 Metals, non-Ferrous 157.9 148.4 151.4 148.4 
14.9 3.3 13:3 13.4 
22 Petroleum 86.8 81.6 82.5 81.6 
18 Public Utilities.......... 57.6 52.1 53.3 52.1 
3 Radio (1927 Cl—100)... 11.4 105 106 10.8 
9 Railroad Equipment...... 53.2 46.0 469 46.0 
22 Railroads 13:6 122 “495° 91292 
2.6 2.4 2.6 2.6 
2 Shipbuilding 80:7 3315 ‘16:3 76:6 
11 Steel & lron 85.9 74.3 179.4 174.3 
28.7 25:5 26.0 95.5 
167.3 162.1 162:1 163:7 
3 Telephone & Telegraph... 47.5 43.8 43.8 44.2 
4 Textiles 54.1 49.9 50.4 49.9 
4 Tires & Rubber 1S:2 T4292 146° "142 
4 Tobacco 88.3 86.5 87.5  88.3H 
4 Traction 98:0 35/3 35:9" "37.4 
4 Variety Stores 234.0 235.4 238.2 
20 Unclassified (1939 Cl.— 
97.9 98.4 97.9 








H—New HIGH since 1937. x—New LOW since 1938, 
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The Magazine of Wall Street's 


Common Stoek Price Index 


Fourteenth Annual Revision 


iF entering upon the fifteenth year of Tue Macazine lutionary changes in business as mirrored in the stock 
or WALL Street's Common Stock Price Index we con-_ market. 

tinue our annual custom of presenting for the many For the most part, group indexes are based upon 1925 
students of this Index a brief review of the principles closing prices as 100; but in a few instances, such as the 
upon which it is constructed and the changes embodied Liquors and Aviation, a later year has been taken as 


in this year’s revision. 


the base, since in 1925 their standing did not justify 


Based upon weekly closing prices of the most active inclusion in market statistics. 


common stocks listed on the New York Stock 
Exchange, the Index is intended to record the 
broader price movements in the more impor- 
tant industrial group averages and in the 
market as a whole. Taken in conjunction 
with our daily index of 40 Industrials, both 
of which appear as regular features of the 
Magazine or WALL Street, readers are pre- 


sented with a complete picture of the stock , 


market in its short, intermediate and long 
term movements. 

It will be recalled that judgment plays no 
part in selecting the issues to be included in 


| our weekly Price Index. The decision is left 


entirely to the investing and trading public, 
as interpreted by a purely mechanical rule 
that common stocks in which transactions 
amounted to 500,000 shares or more during 
the preceding calendar year are added to the 
list automatically at the time of our regular 
annual revision, while issues in which the vol- 
ume of transactions fell below 100,000 shares 
are dropped. Changes in the list are made 
only once a year. This year, under the rule, 
ten issues have been dropped and three added; 
so that the 1940 Index contains 309 stocks, 
divided into the same 42 industrial subgroups 
found in last year’s Index. All stocks, regard- 
less of size of the issuing company, are ac- 
corded equal weight in computing the Index. 
_ An experience of fourteen years in analyz- 
ing the behavior of the Index has amply con- 
firmed the wisdom of this procedure; since it 
has served throughout the period to keep the 
Index highly representative of the market as 
a whole, and has at all times caused it to cover 
more than 80 per cent of the total volume of 
transactions in all listed common stocks. 
Annual revision in the number, character and 
grouping of issues included in the list is essen- 
tial to keeping the Index abreast with evo- 
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Secular Group Movements 


(1925 Cil.—100, unless otherwise stated) 
1926-9 1930-9 1932-9 1938 
F Group High Low High Cc 
COMBINED AVERAGE 3 17.5 122.0 


253.3 








A 2 is. if 1 
Amusements 
* Bil 


_ 
~ 
* 

. 





A 


~ 





Automobiles 
Aviation (1927 Cl.—100) 


Baking (1926 Cl.—100) 
Business Machines 


Chemicals 
Construction 


a 


Containers 
Copper & Brass 


Dairy Products 
Department Stores 
Drugs & Toilet Articles 


Finance Companies 

Food Brands 

Food Stores 

Furniture & Floor Covering 


Gold Mining 
Investment Trusts 


=u wn 
BSeS Sa udu 


wn 
WN Bue COod Oe ooww 


wwe w 
oe vas 


1372.0 
58.6 


_—s 

@ a 
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tg 
Coo Wars 


Radio (1927 Cl.—100) 
Railroad Equipment 
Railroads 

Realty 

Shipbuilding 

Steel & Iron 


es. see 
oxnw YAO Oa 


~_ 
gare SSEs wos; 


Sulphur 


Telephone & Telegraph 
Textiles 
Tires & Rubber 

ba 


Traction 
Variety Stores 


100 HIGH PRICED STOCKS (x) y 48.09 107.97 66.81 
100 LOW PRICED STOCKS (x) 41.29 136.47 . 56.10 


(x)—Nov. 14, 1936, Cl.—100. (y)—High-Low record goes back only to Nov. 14, 1936. 
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Computing the index 


Each group index—including the 


Combined Average and the 100 High 
and Low Priced Stocks—is derived 
separately, as follows: 

First determine a price index for 
each component issue by finding the 
percentage ratio of its closing price 
for the current week to its closing 
price at the end of the preceding 
year, and then find the unweighted. 
arithmetic average of all individual 
indexes in the group. This gives an 
auxiliary index, called the “current 
year index.” Finally, multiply this 
current year index by the group's 
closing index for the previous year, 
and divide by 100. The result will 
be the group’s “secular index,” 
published. 

In computing the 100 High and 
Low Priced Stock indexes, closing 
prices on November 14, 1936, were 
taken as 100; since the Combined 
Average also stood at approximately 
100 on that date. Each vear, the 
100 High Priced Stocks are the hun- 
dred within our list which ended the 
preceding year at the highest prices. 
Similarly the 100 Low Priced Stocks 
are the hundred which ended the 
preceding year at the lowest prices, 
exclusive of stocks selling below $1 
a share (the so-called “penny 
stocks”). This year the 100 High 
Priced Stocks are those which closed 
1939 at 231% or better, while the Low 
Priced Stocks closed last year at 
prices ranging from 1 to 9%, in- 
clusive. 

Indexes are compensated, by cus- 
tomary methods, for all stock divi- 
dends, split-ups and rights which 
are valued at 10% or more of the 
stock’s market price immediately 
after selling “Ex.” 

Once included in the list, a stock 
is carried along in the Index for the 
entire calendar year. If merged with 
another company, securities received 
in exchange are substituted. If de- 
listed, over-the-counter prices are 
used until the new year, when the 
stock is dropped. 

The “Unclassified” group, made 
up of issues which could not be as- 
signed logically to any of the stand- 
ard industrial subgroups, is based 
each year upon closing prices of the 
preceding year as 100, and not linked 
hack to 1925 closing prices as are 
most of the other groups. The ac- 

(Please turn to page 516) 
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1940 Grouping of the 309 Component Issues 


5— acmeue cA. | 
LEMENTS | 
Case 


Deere 

Int. Harvester 

Minn.-Mol. Pr. imp. 

Oliver Farm Equip. 
6—AMUSEMENTS 

Loew's 

Paramount 

Pathe 

R. K, O. 

20th Century 

Warner Bros. 


15- “AUTOS BILE 
ACCESSORIES | 
Bendix | 


Borg-Warner 
olees Mfg. 
Budd Mfg. 
Budd Wheel 
Cont. Motcrs 
Eaton Axle 
Elec. Auto-Lite 
Hayes Body 
Houd.-Hershey "B" 
Motor Wheel. 
Murray 
Stewart-Warner 
Thermoid 
Timken-Detroit 


12—AUTOMOBILES 

Chrysler 

Gen. Motors 
Graham-Paige 

Hudson 

Hupp 

Mack 

Nash 

— 


Studebaker 
White 


Yellow Truck 


12—AVIATION 
Aviation Corp. 
Boeing 
Cons. Aircraft 
Curtiss-Wright 
Douglas 
Eastern Airlines 
Martin (Glenn L.) 
No. Am. Aviation 
Sperry 
Transcont. & Western 
United Aircraft 
United Air Lines 


-BAKING 
Cont. Baking ‘'B" 
Gen. Baking 
Purity 


—-BUSINESS 
MACHINES 


Rem.-Rand 


—CHEMICALS 
Allied Chem. 
Com. Solvents 
du Pont 

Liquid Carbonic 
Mathieson Alk. 
Tenn. Corp. 
Union C. & C 

U. S. Indus. Alc. 
Va.-Car. Chem. 


20--CONSTRUCTION 
Am. Encaustic Til. 
Am. Radiator 
Barber Co. 
Bucyrus-Erie 
Byers (A. M.) 
Central Foundry 
Certain-teed 

‘ane Co. 

Flintkote 
Johns-Manville 
Lone Star Cement 
Nat. Gypsum 
Nat. Supply 
Otis Elevator 
Penn-Dixie Cement 
Pitts. Screw 
Thompson-Starrett | 
U. S. Pipe 
Walworth 
Warren Bros. 


| 7—DEPARTMENT 
| ST 


| 6—-DRUGS & deetes 
RTICLES 


5—CONTAINERS 
Am. Can 


Container Corp. 
Can 

Crown Cork 

Owens-Ill. Glass 


| 9—COPPER 


Anaconda 
Bridgeport Brass 
Calumet & Hecle 
Gen. Cable 
Granby 
Inspiration 
Kennecott 
Miami 
Phelps-Dodge 


| 2—DAIRY PRODUCTS | 


Borden 
Nat. Dairy 


ORES 
Allied Stores 

Asso. Dry Goods 
Gimbel Bros. 

Macy 

Marshall Field 

May Dept. Stores 
Penney 


res. -Peet 
Coty 

Gillette 

Sharp & Dohme 


United Drug 
Zonite 


2—FINANCE COS. 


Com. Credit 
Com. Inv. Trust 


| 7—FOOD BRANDS 


Calif. Packing 
Corn Prods. 
Gen. Foods 
caer 


Loi 
Nat. Biscuit 
Stand. Brands 


re STORES 


First N. 
cae 
Safeway 


| 4—FURNITURE & 
| FLOOR COVERING | 


Congoleum 
Servel 
Simmons 
Spiegel 


3—-GOLD MINING 
Alaska Juneau 
Dome Mines 
Mcintyre Porcupine 


6-INVESTMENT 


TRUSTS | 


Adams Express 
Am. International 
Atlas Corp. 
Lehman 
Transamerice 
Tri-Continenta! 


| 3—LIQUOR 


Distillers Seagram 
Nat. Distillers 
Schenley 


9—-MACHINERY 
Allis-Chalmers 
Am. Mach, & Fndry. 
Caterpillar 
Evans Prods. 
Foster Wheeler 
Gen. Elec. 
Timken Roller Bear. 
Westinghouse Mis. 
Worthington Pump 


2—MAIL ORDER 
Montgomery Ward 
Sears, Roebuck 


| 4—MEAT PACKING 


Armour, 
obel 
Swift & Co. 
Wilson 


| 13-METALS, NON. 

| 1, PERR 
Am, M 

) Am soon & Ref. 
Am. Zinc, a he ad 


Silver King 
‘anadium 


3—PAPER 


Crown Zellerbach 
Int. Paper & Pr. 
Union Bag 


22—PETROLEUM 


Atlantic Ref. 
Barnsdali 
Cons. Oil 
Cont. Oil 
Houston Oil 
Mid-Cont. 
Ohio 
Phillips 

Pure Oil 
Richfield 
Seaboard Oil 
Shell Union 
Socony 

S. O., Calif. 

. O., Ind. 
seney oo Oil 
Texas 
Texas Gulf Prod. 
Texas Pac. C. & 
Tide-Asso. Oil 
Union Oil 


| 18-—PUBLIC 
UTILITIES 
Am. & For. Pr. 
Am. Pr. & Lt. 
Am. Water Works 
Columbia G. & E. 
Com. & Southern 
Com. Edison 
Cons. Edison 
Elec. Pr. & Lt. 
Engineers 4 Serv. 
Int. Hyd. * 
Nat. Pr. & it 
North American 
Pac. G. & . 
Pub. Serv. 
So. Calif. eden 
Standard G. & E 
Stone & Webster 
United Gas Imp. 


| 3—-RADIO 


Radio Corp. 
Sparks-With. 
Zenith 


| 9—-RAILROAD 


EQUIPMENT 


Am. Car & Fndry. 
Am. Loco. 

Am, Stl. Foundries 
Baldwin 


ren Stl. Car 
Pullm 
West. “Ait Brake 


| 22—-RAILROADS 


Atchison 
Atlantic Coast 


-& O~. 
Canadian Pacific 
c.aO. 
Chic., Mil., St. P. & Pac. 
Chic. & N. W. 





N. Y. Central 
N. ¥., N. H. 
Nor. Pac. : 
Pennsylvania q 
Seaboard Air Line 
So. Pac. 


&H, 





jo. Ry. 
Union Pac. 
2—REALTY 


Gen. Realty 
U. S. Realty 


2—SHIPBUILDING © 
Elec. Boat 4 
N. Y. Shipbuilding 
11—STEEL & IRON 


Allegheny: adit 
Am. Roll. Mill 
Beth. Stl. 
Blaw-Knox 

Gt. Nor. Ore Cts, 
Interlake lron 


Otis Stl. 
Republic 
U. S. Stl. 
Youngstown S.& . — 


2—SUGAR 


Am. Crystal 
Cuban-Amer. 


2—SULPHUR 


Freeport 
Tex. Gulf 


| 3—TELEPHONE & 
TELEGR 


Am. Tel. & Tel. 
Int. Tel. & Tel. 
Western Union 


| 4—TEXTILES 


Am. Woolen 
Celanese 

Collins & Aikman 
Indus. Rayon 


| 4—TIRES & RUBBER | 
| Firestone 
Goodrich 
Goodyear 
U. S. Rubber 


| 4-TOBACCO 


Am. Tob. “B" 
Lig. & Myers “‘B” 
Lorillard 

Reynolds Tob. “B” 


| 4—TRACTION 


B. M. T. 

as a. 

Man. Mod. Gtd. 
Omnibus 


| 4—VARIETY STO 


Kresge (S. S.) 
McCrory 
McClellan 
Woolworth 


| 90—UNCLASSIFIED 


Am. Hide & Leather 
Am. Type Founders 
Canada Dry 
Cont. Ins. 
Curtis Pub. 
Eastman Kodak 
Glidden 
Greyhound 
Int. Merc. Marine 
Libbey-Owens 
Marine-Midland 
Newport Sag 
Phila, & Rdg. C 
Procter & Pct 
Schulte nae Oe 
mae ae (F.G 

A. Gold & tat 
a cos Land Trust 
United Elec. Coal 
United Fruit 
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XQ 143% points profit was made available through closing out all 
Forecast Active Programs Forecast short term recommendations by Saturday, January 6th. 
Show 1939 Profits Dow-Jones Industrials . . . then over 151 . . . have since declined 


UBSTANTIAL profits were shown in to early September levels. 
our three short term programs... 


Trading Advices, Bargain Indicator and 


gainer 








oe Anticipating this severe reaction, our subscribers were in a liquid 
Unusual Opportunities . . . on all com- 


NE siiettiiinindisdl wal clncell out position . . . conserving and increasing their capital as the market 


in 1939. This profit record was built declined. They are fully prepared to participate in our new campaign 


up in an erratic market year during which will get under way as the current downward spiral is completed 
which our broad averages declined 


129%. and a sound base is established for a sizable upmove in selected 
securities. 

Following our policy of minimizing 
losses while letting profits accumulate, Our new recommendations will be concentrated in buoyant stocks . . . 
alee seesgealailtaagideeaall ata and in special situations . . . selected to outstrip the averages in price 


appreciation. 


available last year are given below: 


POINTS PROFIT 
Republic Steel .......... : FORECAST Counsel Can Be Highly Profitable to You 


Fairbanks Morse in Today’s Volatile Markets 
Bendix Aviation 


Westingh Electri aS ; : : 
TT Siecl eee objectives, you will be advised .. . by mail and by telegraph . . . what 


and when to buy and when to sell. All commitments are kept under 





Through a specialized program, suited to your individual wishes and 


Chrysler Corporation 
Vanadium Corporation 
American Smelting oe / Pie : 
Bethlehem Steel . . . taking advantage of intermediate market movements. 
Electric Auto-Lite . ta, os ; 
Mites! Motors Enroll with THe Forecast today! Participate in the next upsurge 


*In three turns. which, typical of today’s markets, is likely to start very abruptly. Only 


our constant supervision. You will be guided in contracting or ex- 


panding your position, anticipating pronounced weakness or strength 


Mis FORECAST subscription pleced 15 points profit on even 10 share commitments will more than cover 
i} ion ace 

now will be in effect for all important the cost of our service for a full year and this can readily result from 

market movements over coming months our first advices to you. 

... throughout 1940, if you enroll on 

an annual basis. 
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States and Canada. 


Send me collect telegrams on all recommendations checked below. (Wires will be transmitted in 
our Private Code after our Code Book has had time to reach you.) 


im UNUSUAL Low-priced Common Stocks for Market Appreciation. Two or three 
OPPORTUNITIES wires a month. Maximum of five stocks carried. $1,000 capital 
sufficient to buy 10 shares of all advices, on outright basis. 


mb Active Common Stocks for Short Term Profit. Two or three wires 
O TRADING a month. Maximum of five stocks carried. $2,000 capital suffi- 
ADVICES cient to buy 10 shares of all recommendations, on outright basis. 


We serve only in an advisory 
/tapacity, handle no funds or se- 
| curities and have no financial in- 
Merest in any issue or brokerage 
"house. Our sole objective is the 
-srowth of your capital and in- 
/‘ome through counsel to minim- 
' ize losses and secure profits 
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Newmont 


Stake in Metals and Oils 





Mining— 


Diversified Investments Available 
at Discount from Market Values 


BY J. C. CLIFFORD 


_—_— Mininc is selling on the New York Curb 
at close to $70 per share, before its coming transfer to 
the Big Board, although the liquidating value of the 
stock is well over $90 per share. Of course such action 
is the rule rather than the exception with the investment 
trust type of security, but there are certain outstanding 
characteristics that set this company apart from the 
ordinary. 

Activities are confined to the petroleum and non-fer- 
rous metal fields, but are far reaching in these. The 
company explores and develops mining properties and 
organizes and finances mining concerns on a fee basis. 
And the first hand knowledge that it has of these indus- 
tries enables it to make highly profitable investments 
from time to time as well as keep surplus capital in the 
stocks of the better concerns that are already established. 
Though the greater part of the company’s holdings are 
in domestic concerns it has interests far afield in Canada, 
South America, Africa, and Europe. The most recent 
development nearing the all important production stage 
is the O’Okiep Copper mine in South Africa. 

This property is located in the comparatively new, 
low-cost, Rhodesian copper fields, and shows every sign 
of turning into an important producer. Should current 
estimates be borne out, the $4,265,420 investment would 
become a highly successful venture. But such an event 
could hardly be termed unusual in the operations of 
Newmont Mining. Over the eighteen years of its cor- 
porate history the company has figured prominently in 
either the initial development or the organization of 
many leading copper companies. The most important 
single investment on its books consists of 243,451 shares 
of Phelps Dodge Corporation that were received in an 
exchange that the company sponsored in 1931. New- 
mont’s original investment was a large block of Calumet 
and Arizona Mining, and it was instrumental in effecting 
a consolidation of the two operating companies. 

Phelps Dodge ranks as one of the foremost copper 
producers in the world. Operations are completely inte- 
grated and embrace smelting, refining, and the fabrica- 
tion of an extensive line of copper predacts in addition 
to mining activities. Production is confined to domestic 
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mines and the ore output is of a relatively high grade, 
low-cost type. Earnings have been remarkably stable in 
view of the wide swings that the copper industry goes 
through. The only deficit was in 1931 near the bottom 
of the depression, and last year’s net is estimated to 
have surpassed all records right back to the World War 
years of 1916-1918. On a per share basis they are put 
at approximately $2.60 against the next best figure for 
the decade of $2.51 per share in 1937. With a strong 
financial position and an aggressive management, the 
company responds quickly to improvement in the domes 
tic industrial and business picture. 


Kennecott Sells to France 


The shares of another leading copper concern, Kenne- 
cott Copper, form the second most important item in 
Newmont’s investment account. The block of stock 
totaling 208,500 shares was purchased after a study of 
the industry by company engineers. As the interests 
close to Newmont were also behind Kennecott at the 
time it was formed, complete information-was available. 
The copper company has extensive holdings in both 
North and South America. Since the output of the low- 
cost Chilean mines is subject to a 4 cents per pound 
impost if brought into the United States, Kennecott’s 
foreign production is sold in the international market. 
The sharp rise in the demand for the red metal after 
the declaration of war was felt throughout the world, 
and Kennecott has already done business with France 
—with more to come if the war is prolonged. 

Earnings for Kennecott last year are estimated at % 
per share, the best since 1937 and the second best in a 
decade. Dividend payments are liberal and are expected 
to remain so in view of the strong financial position o 
the concern. Of course the trend of earnings is always 
subject to wide ranges in the copper industry, and the 
war is a major factor of uncertainty. The company has, 
however, made considerable progress in recent yeal’. 
particularly with the development of its molybdenum 
resources. 

In third place on the investment list of Newmont 
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Mining stands a 235,410-share 
interest in Continental Oil of 
Delaware. This company, while 
small compared to the one and 
two billion dollar giants of the 
industry, is regarded as a leader. 
The management is notably 
progressive and has expanded 
in the right direction over the 
last difficult decade. A net pro- 
ducer of crude oil, the company 
consistently brings up more than 
it needs for its refineries and 
thereby maintains a favorable 
reserve margin. Over - refining 
and price wars have cut the 
profits on gasoline but crude op- 
erations continue to show net 
returns. 

Newmont’s interest in the 
company stems from a large in- 
vestment that it had ina prede- 
cessor of the oil company. With 
parallel interests prominent in 
the affairs of both companies, 
cooperation has been even closer 
in recent years. The latest 
achievement on the part of Con- 
tinental has been to push down 
to the Gulf of Mexico, thereby 
gaining an all-important tide-water contact and valu- 
able new oil properties to boot. 

Earnings last year were naturally affected by the shut- 


Triangle Photo 


down period in the oil fields, but equalled $0.87 per share 


for the first nine months against $1.23 per share for the 
like months of 1938. Present indications are that a sus- 
tained rise in industrial activity and a continuation of 
the general uptrend of business would go a long way 
toward clearing the picture for the oil industry in the 
spring. 

All phases of Newmont’s activities were represented 
by the operations that led to the organization of Hudson 
Bay Mining and Smelting. Newmont figured promi- 
nently in the acquisition and development of the prop- 
eties, and in the financing of the company. Its 264,682- 
share interest in the company now shows a good profit, 
for operations are increasingly successful. Of course the 
outbreak of war in Europe clouds the future since the 
mines are located in Canada and will be subject to the 
taxes and restrictions brought on by the Canadian Gov- 
emment’s need for money. Output is, however, esti- 
mated to have reached a new all-time high last year. 
The excess profits tax which calls for an even division 
with the Government of all profits above the average for 
the last four years is hard on a growing company natu- 
rally, but the value of the property is expected to increase 
as its potentialities are further exploited. 

Other copper mining interests of Newmont include 
Rhodesian Anglo-American, American Metal, Magma 
Copper, afd of lesser importance, Island Mountain Cop- 
per Mines and Northern Empire Mines. Anglo-American 
and American Metal are largely interested in the new 
low-cost fields in Africa and other parts of the British 
Commonwealth of Nations, and their interests converge 
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One of world's largest open cut copper mines near Salt Lake City. Newmont has a stake 
in Kennecott, which controls Utah Copper Co., which, in turn, owns and operates this mine. 


on the same operating companies in some instances. For 
example, Anglo-American has a large stake in Rhokana 
Corp. which owns a one-third share in the Mufulira mine 
in Rhodesia, while American Metal through control of 
the Rhodesian Selection Trust, owns the other two- 
thirds share. 


Crude Oil Production 


The only other oil interest of Newmont is in Amerada 
Corp. This 31,000-share investment was made after a 
survey of the industry by the company’s engineers. They 
found that Rockefeller’s famous statement to the effect 
that he’d take the refineries and the distribution systems 
and not give a damn who owned the wells, was no longer 
valid. Indeed the firms that had a net output of crude 
oil over and above their refinery needs were in the best 
position. Accordingly they purchased Amerada shares, 
for that company is solely a producer of crude oil. And 
in addition it has a far better than average record for 
finding oil in the wells it drills. Its earnings were down 
in 1939 as a result of the 15-day halt in oil production, 
but even so are estimated to have been $1.60 per share 
against $2.07 per share for the year before. 

The final major investment of Newmont Mining is 
another 31,000-share block of stock. But this is of the 
Texas Gulf Sulphur company, which is the largest pro- 
ducer of sulphur in the world and together with Freeport 
Sulphur controls practically 100 per cent of the domestic 
output of sulphur. Newmont was also active in the 
exploration and development of these properties and 
helped finance the company. The investment has been 
a highly profitable one from the point of income. It is 
hard to find an industry in (Please turn to page 516) 











The Personal Service Department of THe Macazine oF Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
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dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
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Babcock & Wilcox Co. 


Please advise on Babcock & Wilcox com- 
mon for long pull profit possibilities. Am 
considering purchase of 100 shares at present 
levels of around 21-2144. Does public utility 
spending for combustion equipment seem 
likely to hold up through 1940? Are satis- 
factory profit margins being maintained? 
How do current sales bookings compare with 
the last reported period?—F. B. C., Marietta, 
Ohio. 


Babcock & Wilcox is an impor- 
tant manufacturer of water tubes, 
steam boilers for marine and sta- 
tionary service, stokers, economiz- 
ers, super heaters, fuel pulverizers 
and complete power plants and in 
addition makes heavy machinery 
and large forms and metal parts. 
As a rule, about one-half of sales is 
industrial, with utility and marine 
takings accounting for the balance. 
Producing power equipment, the 
company is in a position to supply 
both naval and industrial machinery 
needed for war purposes. Such a 
company is dependent on high rates 
of industrial activity and earnings 
have in the past fluctuated in line 
with general business conditions, 
profits of $3.74 per share in 1929 
dropping to a deficit of $2.48 per 
share in 1932, rising to earnings of 
$2.69 per share in 1937, which was 
followed by a deficit of $4.60 per 
share in 1938. Operations in the 


first nine months of 1939 resulted in 
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a deficit of 74 cents per share as 
compared with a deficit of $4.50 per 
share in the corresponding period 
of the preceding year. However, the 
third quarter showed an improving 
trend and it is believed that business 
during the fourth quarter was of 
sufficient proportions to enable the 
company to about break even for 
the full year. There has recently 
heen a substantial pick-up in orders, 
assuring the company of a well sus- 
tained rate of activity over early 
months, at least, and favorable prices 
should be of benefit to profit mar- 
gins. The company has no funded 
debt, the 671,970 shares of capital 
stock outstanding representing the 
sole capitalization, although the lat- 
est balance sheet disclosed bank 
loans of $500,000. Finances have 
for some time past been maintained 
in a satisfactory position, and the 
latest balance sheet, that as of the 
1938 year-end, disclosed current as- 
sets of $13,100,192, as against cur- 
rent liabilities of $2,262,257. Divi- 
dends have been in line with earnings 
and a disbursement in 1940 is a pos- 


sibility, given a continuation of cur. 
rent rates of activity. The shares 
have reasonably attractive apprecia- 
tion possibilities over the longer term 
ond moderate commitments in the 
issue would be justified. 





Pratt & Lambert 


How does your staff of analysts regard 
Pratt & Lambert stock, on the Curb? I have 
been holding 120 shares since early 1938 on 
advice of your Personal Inquiry Dept., and 
now I am glad I did because of higher 1939 
distributions and favorable reports on in- 
creasing net figures. Would you advise the 
purchase of additional shares now or wait 
for levels below the current 22?—J. N, 
Okmulgee, Okla. 


Sales of Pratt & Lambert through- 
out 1939 showed considerable in- 
crease over the preceding year and 
earnings should be measurably bet- 
ter than the 74 cents per share re- 
ported last year, and will probably 
cover the year’s total dividends of 
$1.75 a share. The subject concer 
is an old established manufacturer 
of paint, varnish, enamels, lacquers 
and allied products. The concer 
has for some time specialized in mak- 
ing high quality varnishes for the 
interior of higher-priced homes, but 
the business of this division has been 
somewhat restricted over the past 
several years and the firm has take 
steps to broaden its production i 
the regular paint field. While little 
benefit can be expected to accrue to 
the company from any expansion 
industrial construction, higher level 
of consumer’ purchasing  powe! 
should increase demand for the cot- 
cern’s other products. Costs wil 
doubtless be higher, but it is believed 
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See how UNITED OPINION Zorecasts can aid you 
in Business and Investment 

‘Topay, when no two experts seem to 

agree, test how UNITED Reports, sifted 
from all sources of known reliability, offer 
a sound basis for business and investment 
decisions. Discount the narrow opinions of 
any One group. Avoid extreme views of sen- 


sationalists, wishful thinking and propa- 
ganda. Seek, rather, for clear interpretations 


of trends based upon the composite 
judgment of many reliable experts .. . 
prepared by a staff with 20 years’ experience 
in analyzing the opinions of many authori- 
ties and molding them into one UNITED 
OPINION .. . a record upon which 
UNITED SERVICE is growing constantly 
in clients and in prestige. 


Built on Unique Three-Step Method 


l The UNITED Staff gathers 
from the principal sources 
of information, facts and figures 
to aid its members in forming 
their own individual opinions 
and forecasts, based on their 
own long experience, knowl- 
edge and training. 


These opinions are then 

checked against all of the 
country’s leading economic 
and financial services, proper 
weight being given to each in 
accordance with past records 
for accuracy on the type of 
question being considered. 


From these independent 

opinions, and from the 
checking and weighing 
process to which they are sub- 
jected, a UNITED OPINION 
is formed — far more depend- 
able than the judgment of a 
single authority. 


What UNITED REPORTS Bring You 


In the regular weekly Bulletin Service you 


receive: 


2. Commodity Price and Sales Forecasts. 


4. Analyses of attractive Securities for Income 


and Appreciation. 
1. Outlook for Business and Security Markets. 5. Review of Investment advices of other lead- 


ing Financial authorities. 


3. Chart Studies and Analyses of Important 6. Personal Consultation Privilege — on Busi- 
ness or Investment Problems. 


Industries and Stock Groups. 
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any one of which may be worth the price 


of the entire yearly service. Enjoy all the consultation privileges of a regular UNITED 

subscriber, for one full month, all for the price of the postage and handling. Simply send 

coupon with $1. This “get-together” offer is available only to those who have not previ- 
Dy, ously tested UNITED SERVICE. 
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valuable guide to investment in the New Year. 
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Forecast for 1940 Included 


With the trial Service you will receive, with no 
extra cost, our Annual Forecast for 1940, answer- 
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leading authorities as outstanding investments. 
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that prices can be raised sufficiently 
to offset most of the increase, and 
thus profit margins are expected to 
be fairly well maintained. The com- 
pany has had a rather enviable earn- 
ings record for some years past and 
has avoided deficits in all of the de- 
pression years except one. Dividend 
payments make a long unbroken 
record. Financial position has been 
consistently strong and the latest 
balance sheet disclosed current assets 
well in excess of current liabilities, 
working capital being equal to about 
$17 per share. The outlook for rea- 
sonably improved earnings during 
coming months is optimistic and ad- 
ditional purchases for averaging 
would be warranted when the mar- 
ket as a whole begins to give reason- 
able evidence of having resumed its 
looked for upward trend. 


United Drug Co. 


Can lower operating costs of United Drug 
Co. be maintained through 1940 in the face 
of shipping hazards and rising prices for raw 
materials? Bought 250 shares of the common 
at i as a flyer and though price has firmed 
slightly of late, shares are still below my 
purchase level. From present indications, 
would you say stock might gain in near fu- 
ture to around 7 or better? Would be inter- 
ested in your latest analysis—E. T. T., 
Elgin, Ill. 


United Drug reported a deficit of 
2 cents per share for the first three 
quarters of 1939, as compared with 
a deficit of 42 cents per share in the 
corresponding period of the preced- 
ing year. Net increase in sales of 
about 5% for the full year is be- 
lieved to have been experienced and 
results should show improvement 
over the 38 cents per share reported 
for the year before. Engaged in 
production, wholesaling and retail- 
ing of proprietary drugs, confection- 
eries and miscellaneous products, 
about 70% of total sales are at re- 
tail through approximately 650 
company-owned Liggett and Owl 
drugstores. Sales of manufactured 
products, which are marketed 
through approximately 11,500 fran- 
chised Rexall Stores, are relatively 
stable and usually account for about 
one-half of profits. Volume of retail 
chain sales fluctuates quite widely 
and is principally dependent on con- 
sumer purchasing power. These 
fluctuations, coupled with keen price 
competition, have tended to limit 
profit margins and make difficult the 


achievement of consistent earning 
power. However, under generally 
improved business conditions, it is 
expected that sales will be at mod- 
erately higher levels over coming 
months and possible increased costs 
can doubtless be passed on to the 
consumer. The company continues 
to maintain: its finances in a strong 
position, and the latest balance sheet 
disclosed cash alone somewhat in 
excess of total current liabilities. 
While dividend resumption is not a 
near-term probability, the circum- 
stances outlined above lend a certain 
amount of speculative appeal to the 
common stock and, in our opinion, 
longer term retention is advisable. 


McLellan Stores Corp. 


On the strength of increasing earnings and 
high Christmas sales, do you feel that there 
might be further appreciation for McLellan 
Stores common shares? There have been re- 
ports that net earnings for the full fiscal year, 
ending January 31st, would reach or pass 
$1.30 per share. Would you say that this is 
a close estimate? I bought 100 shares as a 
speculation in 1938, paying 11, slightly above 
the 1939 high. What do you advise?—Mrs. 
A. D. B., Wichita, Kans. 


Sales of McLellan Stores are cur- 
rently running about 414% ahead 
of a year ago and will likely continue 
to show at least moderate improve- 
ment over the near-term. Recent 
estimates place earnings for the fiscal 
year to end January 31, 1940, at 
about $1.10 per share, which would 
compare with 93 cents per share 
earned in the preceding fiscal period. 
The system operates about 230 to 
240 five-cent to one-dollar stores, 
approximately two-fifths of which 
are located in Southern States and 
the rest about equally divided be- 
tween the Middle Western and New 
‘ngland districts. Sales are rela- 
tively stable and general business 
conditions have comparatively little 
effect on volume and earnings. Sales 
depend more on agricultural pur- 
chasing power which is determined 
by prices for cotton, wheat and to- 
bacco, these being the principal 
crops in the areas in which most of 
the company’s stores are located. 
Accordingly, sales are likely to be at 
somewhat better levels over the 
more immediate future, though 
growth of net may be somewhat 
1estricted by higher wages and taxes. 
Finances continue to be satisfactory 
and the latest balance sheet dis- 


closed a working capital - position 
which was ample. Capitalization 
consists of 29,995 shares of $6 cumy- 
lative preferred, which is convertible 
into four shares of common stock, 
and 733,185 common shares. Cur- 
rent prices for the stock would not 
seem to fully discount the outlook 
for moderate earnings gains and we 
feel that retention of your present 
holdings would be the advisable 
course to follow. 


Pathe Film Corp. 


As a holder of 200 shares of Pathe Film 
Corp., bought at 14, I have received a total 
of 4 shares of Pathe Laboratories, Inc., as a 
stock distribution. I have heard that the 
Laboratories are absorbing the du Pont Film 
Mfg. Co. of which Pathe Film owns 35% 
What effect might this have on Pathe Film 
shares? Will the same advantages accrue ty 
stockholders as under the old set-up? Do you 
counsel retention?—P. L. W., Austin, Tezas. 


Pathe Film now functions only as 
a holding company, owning about 
85% of the outstanding stock of the 
du Pont Film Mfg., the remaining 
65% of which is held by E. I. du 
Pont de Nemours. Early in 1939 
the subject concern disposed of its 
business of motion picture film de- 
veloping and printing to a new com- 
pany, Pathe Laboratories, which 
stock was later distributed to share- 
holders of Pathe Film. Pathe Lab- 
oratories is currently not absorbing 
nor acquiring any of the stock of 
du Pont Film Mfg. The du Pont 
Film Mfg. Corp. is becoming an in- 
creasingly important factor in the 
production of raw films for various 
uses, including positive and negative 
motion picture film, orthochromatic 
negative film for camera use, pan- 
chromatic negative, miniature cam- 
era and X-ray films. 

Dividends to the amount of 
$140 per share were paid by ths 
concern in 1939, the most recent dis- 
bursement being a dividend of $60 
per share paid toward the year-end. 
Earnings of Pathe Film, which are, 
of course, entirely dependent on 
disbursements by the du Pont Film 
Mfg. Co., were equivalent to 26 cents 
per share for the first nine months 
of 1939, comparing with a deficit of 
2 cents per share in the correspond- 
ing period of the year before. This 
last mentioned payment should 
boost full year earnings considerably 
and full year results will be measur- 
ably improved over the 4 cents per 
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share reported for 1938. Working 
apital position of Pathe Film has 
peen somewhat small but is believed 
to be adequate. The outlook for 


creased dividends from its stock- 
poldings in the future is optimistic 
ad it is believed that retention of 
your present holdings for the longer 
pull will prove worth while. 


federated Department Stores, 
Inc. 


What is your current rating for Federated 
Dept. Stores common and what do you think 
fits chances for appreciation in the next six 
nonths? Am holding 100 shares purchased 
in 1938 at 2814. Can you tell me how Christ- 
nas sales fared in subsidiary stores? Are 
Abraham & Straus and Bloomingdale unit 
ales still providing 44% of the total? Do 
your security analysts advise retention?— 
Dr. E. B. H., Willimantic, Conn. 

Federated Department Stores 
holds a controlling interest in four 
linge and long established depart- 
ment store units, namely Abraham 
Straus, Inc., of Brooklyn, N. Y.; 
Bloomingdale Bros. of New York 
City; Wm. Filene’s Sons Co. of 
Boston, Mass., and F. & R. Lazarus 
‘Co. of Columbus, Ohio. The stores 
ae ably managed and centrally 
located. Sales and earnings nat- 
wally vary with levels of employ- 
ment in the areas served. The chain 
hs given a favorable account of 
itself since incorporation late in 1929 
in that operations have remained 
consistently profitable. Earnings of 
845 per common share in the fiscal 
year ended January 31, last, com- 
pared with $2.37 a share the year 
before. 

The capitalization is comprised 
of mortgages payable, subsidiary 
preferred stocks and minority in- 
lerest of $19,019,686, 116,650 shares 
of $4.50 convertible preferred stock 
ind 920,163 common shares. Fi- 
lances have been kept in a sound 
and liquid state. Net income in 
the twelve months ended July 31, 
list, was equivalent to $2.80 a share 
’s contrasted with $1.88 a share the 
year before. Inventory write-downs 
ure not likely this year and with 
ailes rising in line with better levels 
of public purchasing power esti- 
mates are currently being made that 
results for the term to be completed 
hortly may approximate $3.25 a 
share. With no serious let-down in 
Current high levels of business ac- 
livity anticipated over early months 
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aulomollve industry 
in 1939 


* 


Sales double 


those of 1938 


are recorded as Studebaker exceeds 
the industry’s percentage of gain 
more than 2'/; times 


Ov sales record after an- 
other was broken in 1939 
by Studebaker. 

The year’s final quarter was 
the biggest final quarter in 
unit volume in Studebaker’s 
87-year history. 

Studebaker finished 1939 
solidly intrenched in 8th place 
in passenger car registrations 
—an advance of five positions 
in two years. 

Studebaker had a unit gain 
in registrations for 11 months 
of 1939 of 105.4% as against 
an industry gain of 44.6%. 

New Studebaker Champion 

a stand-out success 
Studebaker shattered precedent 
in April 1939 by introducing a 
new economy car in the lowest 
price field—the Studebaker 
Champion—designed to give 
10% to 25% greater gas sav- 
ings than any competitively 
priced car. 

Today more than 60,000 sat- 


STUDEBAKER...THE 


Founded in 1852 ¢ World’s 


* 


isfied Studebaker Champion 
owners are acclaiming this car 
as the most successful new car 
in 10 years. 

The great Studebaker fac- 
tories are operating five days 
a week on a peak production 
schedule. And 7,700 of the auto- 
mobile industry’s ablest crafts- 
men are busy perpetuating the 
quality tradition for which 
Studebaker is world-famed. 

Make Studebaker’s success 
your success. See to it that you 
visit your local Studebaker 
dealer and drive a Studebaker 
Champion, Commander or 
President before deciding on 
any car. Champion prices be- 
gin as low as $660 delivered at 
South Bend, Indiana, with lib- 
eral C.1.T. payment terms. 

And don’t forget that Stude- 
baker leads in value in com- 
mercial cars and trucks as well 
as in passenger cars. The Stude- 
baker Corporation, South 
Bend, Indiana. 


GREAT INDEPENDENT 


Oldest Vehicle Manufacturer 









EXTRA POINTS 


2020 Porn. 


By Following this Advice 


Between January 1933 and October 1938, clients of 
the T. E. Rassieur Trend Interpretation Service 
were provided with buying and selling information 
which, applied to a general list of 66 securities 
would have netted 2020 points over and above 
the profit which would have been gained by buying 
and holding these same 66 securities during this 
uncertain market period. 

Send for Free Book TREND INTERPRETATION 
It explains how the T. E. Rassieur Trend Interpre- 
tation Service can increase your profits in the Stock 
Market, can help you avoid speculative practices, 
will simplify your buying and selling, eliminate 
confusion and worry by giving you timely and 
dependable information about changes in Market 
Trends. It also shows how advices are based on 
mathematical computations, checked since 1922. 
Your copy of Trend Interpretation will be sent free, 
without obligation. Write for it today. 


T. E. RASSIEUR Trend Interpretation Service 
Dept. 53, Continental Bldg., St. Louis, Mo. 


MARKET VALUES 
are best determined by men trained in fi- 
nancial strength. Send in a list of your 
securities for our up-to-date analysis. 

Write Dept. MG6 


(@snoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
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CORPORATION 
At a meeting of the Board of Di- 


rectors of 


Columbia Pictures Corpor- 
ition, held 4 


P. M., January 9, 1940, 
the regular quarterly dividend of 
68%c per share and the balance un- 
paid amounting to 34%c per share 
of the dividend due for the preceding 
quarter, were declared on the $2.75 
Convertible Preferred Stock of this 
corporation, payable on February 165, 
1940, to stockholders of record Feb- 
ruary 1, 1940. Checks will be mailed. 
SCHNEIDER, Treasurer. 
January 11, 1940. 


~ LOEW'S INCORPORATED > 


“THEATRES EVERYWHERE" 
January 18th, 1940. 
HE Board of Directorson January 16th, 
1940 declared a quarterly dividend of 
$1.6214 per share on the outstanding $6.50 
Cumulative Preferred Stock of this Com- 
pany, payable on the 15th day of February, 
1940 to -holders of record at the close of 
business on the 30th day of January, 1940 
Checks will be maile 
DAVID BERNSTEIN 
VireP : 


b ent & Treasurer 
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i New York, 
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CONTINENTALCANCOMPANY , lac. 
The first quarter Interim divi- 
dent of fifty cents (50¢) per share 
on the common stock of this 
Company has been declared pay- 
able February 15, 1940, to stock, 
holders of record at the close @s 

business January 25, 1940. Books will net 

close. J. B. JEFFRESS, JR., Treasurer, 








ATTENTION TREASURER ! 
Among the 100,000 or more inquiries our Per 
sonal Service Department answers each year, 
the type most frequently asked is: 








| 
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“What is the dividend prospect for this stock?” | 


It is our job to keep the 
publie fully informed of the progress of those 
corporations whose securities are held by them. 
We believe you will want to co-operate with us 


investment buying | 


in keeping your company before this all-impor- | 


tant body of stockholders It is a sound 
‘Public Relations’’ policy to do so. 

An excellent and inexpensive way of doing this, 
s to run your dividend notices in our pages 
It costs but one dollar per line! 


Why not notify your advertising agency to 
place your current notice in our next issue! 
Write adv. dept 
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recent gains may possibly be fur- 
ther extended over the period ahead. 
Sales were 3.2% above year earlier 
levels in the six months ended July 
31, last, and as of that date com- 
bined sales of Abraham & Straus and 
Bloomingdale Bros. accounted for 
about 44% of the total. There are 
no later figures available but in view 
of the above earnings estimate the 
probabilities are that Christmas 
sales of all units were satisfactory. 
Quarterly dividend payments of 25 
cents a share may be increased in 
the not too distant future. Depend- 
ing on the trend of the market in 
general the shares could work higher 
over the next six months or so. 
Yielding moderately the shares merit 
continued speculative retention. 





MacAndrews & Forbes Co. 


Having made a profit in MacAndrews & 
Forbes shares in 1936 and followed the com- 
-any’s developments since, I am favorably 
disposed to a purchase of common stock at 
present levels of around 34-34%. I am en- 
couraged by the rapid progress of snuff com- 
panies to which MacAndrews & Forbes sells 
licorice products, as well as by increased sales 
of boxboard, wallboard and chemicals. Do 
you believe the stock a good “buy” now or 
do you advise holding off?—W. T. McT., 


Harrisburg, Pa. 


Although modest revenues are de- 
rived from the production of such 
licorice root by-products as box- 
board, insulating materials and fire 
extinguisher chemicals, MacAndrews 
& Forbes Co. is engaged principally 
in the manufacture of licorice paste, 
sold largely to producers of snuff and 
other tobacco products. Because of 
the relatively stable nature of the 
latter business, demand for the paste 
fluctuates but little from year to 
Consequently earnings have 
on a fairly level keel 
throughout the trying depression 
years. Since 1930, returns have 
ranged between a high of $2.91 per 
common share in 1934 and a low of 
1.83 a share in 1932. Nineteen 
thirty-eight results were equal to 
£1.99, down from $2.52 a share the 
year previous, Capitalization is com- 
paratively simple in that the 303,894 
shares of common stock are preceded 
in the capital set-up by only 19,904 
shares of $6 preferred stock. A char- 
acteristically strong working capital 
position has been maintained. Ope- 
rations in the nine months ended 
September 30, last, resulted in profits 
equal to $1.68 a share as compared 


vear. 
remained 
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with $1.41 in the corresponding yea; 
earlier interval. Full year earnings 
may have approximated $2.40 , 
share. Sales are expected to scor 
further modest gains over early 
months in line with increased de. 
mand for tobacco products and 
candy occasioned by rising levels of 
consumer purchasing power. Fy. 
thermore sales of remaining prod. 
ucts are likely to be fairly welj 
maintained. Raw material supplies 
are adequate. Thus further modest 
gains in earnings are anticipated, 
No early change in the current regu. 
lar $2 annual dividend rate is apn. 
ticipated, although an_ occasional 
extra distribution is possible. These 
shares are largely attractive for thei 
income producing ability and invite 
investment consideration on that 
basis. However, we would not ad. 
vise their purchase at this time but 
rather would suggest that you wait 
until such a policy is recommended 
by the market article of Mr. A. T. 
Miller which appears in each edition 
of the Magazine. 











National Sugar Refining Co. 


In 1988 I bought 150 shares of National 
Sugar at 18, pretty close to its top for that 
year, as it turned out. Another disappoint- 
ment has been the company’s decision not 
to add to the 75 cents declared in 1939. As 
far as I can see now, although sales have 
been rising, lower prices may be cutting into 
profit margins and it is purely a gamble thal 
war demand will firm prices sufficiently to 
place National Sugar in a much better posi- 
tion than it is at present. What do you 


S. J., Rochester, N. Y. 


advise? 


National Sugar Refining Co., 7. 
leader in its particular field of en- 

deavor, is engaged in the refining 
of cane sugar distributed under the 
well known trademark “Jack Frost’ 
throughout the territory east of the 
Mississippi River. Earnings are 
largely determined by the spread 
between the price of raw and refined 
sugar. Profit margins are normall) 
small because of exceedingly severe 
competition in the trade. Earning: 
have been in an irregular downward 
trend since 1929 when net equal to 
$4.92 per capital share was recorded 
The low point was reached in 193 
when a deficit of $2.23 a share was 
incurred. As of the 1938 year-end 
current assets, of which inventories 
accounted for approximately 65% 
exceeded current liabilities by 7; 
329,054. The 579,100 capital share 
are preceded in claim by serial bank 
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REVIEW OF A QUARTER-CENTURY ... . 


A REPORT ON THE PURE OIL COMPANY 























A quarter of a century ago, the chance discovery of 
high-grade crude oil in the little mountain town of 
Cabin Creek, West Virginia, led to the formation 
of The Pure Oil Company. 


these fields been exploited that Pure Oil holds an 


unusually strong position in crude oil reserves. 


Nor have other phases of activity in the indus- 
try been neglected in Pure Oil’s years of progress. 
Seven modern refineries ... control laboratories 
for petroleum research...a co-ordinated trans- 
portation system with marine, railway, pipe-line, 
and motor facilities ...and 16,000 dealers in a 
well-established marketing organization enable Pure 
Oil to control the quality of its products from oil 


well to service station. 


Motorists in thousands of communities rely on 
Pure Oil dealers and the branded products they 
handle. The blue-and-white Pure Seal on every 
pump and can has become a seal of acceptance for 
quality petroleum products. For modern motoring, 


as well as modern industry, has learned to “Be 
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The past twenty-five years have seen the growth 
of this company to a position of major importance 
in the petroleum industry. Producing operations, 
in a carefully planned expansion program, have ex- 
tended to nine states. And so conservatively have 


Sure... with Pure.” 











THE PURE OIL COMPANY, U.S. A. 














loans of $1,250,000. Quarterly earn- 
ings reports are not available but 
better prices and improved sales 
have been of aid and 1939 profits 
are said to have approximated the 
$1 a share paid as dividends. De- 
mand for the refined products will 
probably benefit from expanding 
consumer purchasing power. How- 
ever, the refining companies have 
guaranteed a price of 41% cents a 
pound for their product for a six- 
month interval. Thus the earnings 
outlook is considerably beclouded 
since advancing raw prices would 
further reduce narrow profit margins 
and price-cutting would necessitate 
lower prices on undelivered portions 
of contracts. Dividends, liberal in 
relation to reported earnings, appear 
likely. The shares are not outstand- 
ingly attractive at this time but a 
long war and an extension of busi- 
hess gains evidenced in this country 
in the past year or so could result in 
better prices in time, widening profit 
margins and substantial earnings 
gains, 

Where one is willing to exercise 
some degree of patience we would 
advise continued speculative reten- 
tion for the pull. 
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Novadel-Agene Corp. 


On the advice of your Inquiry Dept. I 
maintained my holdings of Novadel-Agene, 
as a result of which I show a few points 
profit as well as total distributions of $3.00 
per share on my 75 shares. Would now value 
your opinion as to whether this is a good 
time to take profits, or do you feel there is 
further improvement in sight and I should 
hold? What about Canadian taxes?—Dr. 
G. N. N., Corning, N. Y. 

Novadel-Agene Corp. supplies the 
majority of the domestic flour mil- 
lers with equipment necessary for 
the application of the Novadel and 
Agene processes for the bleaching 
and maturing of flour. The agents 
necessary for the process are also 
sold. Certain of the patents have 
expired and others are approaching 
the expiration dates. However, be- 
cause of a strong trade position and 
an aggressive management, opera- 
tions of the concern are not likely to 
be seriously affected at that time. 
A device known as the Kooler-Keg, 
used for controlling the bar tempera- 
ture of beer in the keg, is also mar- 
keted. The relatively stable nature 
of the flour milling business was re- 
flected in the operating results of the 
years 1929 through 1934 when profits 
varied but little from year to year. 






Beginning in 1935 earnings bene- 
fited from expanding demand for 
Kooler-Kegs and advanced consecu- 
tively to new high levels in each 
year through 1938 when per share 
results of $3.23 were reported as 
against $3.05 in 1937. The 475,218 
shares of common stock enjoy sole 
claim upon the assets and earnings. 
Working capital position is exceed- 
ingly strong with cash alone, at last 
accounts, exceeding current liabili- 
ties by a comfortable margin. The 
concern does not follow the practice 
of issuing interim earnings reports 
but with sales of Kooler-Kegs 
thought to have expanded somewhat 
and returns from the flour process- 
ing division continuing stable the 
probabilities are that 1939 results 
were moderately in excess of 1938's 
record figures. Current high levels 
of business activity should be well 
maintained this year and a new earn- 
ings peak may again be established 
by a modest amount. Foreign busi- 
ness, if any, is small. Thus increased 


Canadian taxes will have little or no 


effect on future profits. Liberal divi- 
dend treatment is likely to continue 
If a relatively inactive market can 
be ignored, the shares appear worthy 
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BOOKS... 


For the Businessman 


ARRAS 


J. PIERPONT MORGAN 
HERBERT L. SATTERLEE 
Macmillan Co. $3.75 

Morgan’s son-in-law presents a lively and 
intimate picture of the man he knew and loved, 
giving the details of his smoother side, while 
skimming over or ignoring entirely the harder 
side of the man and his famous transactions. 


»»> ee «¢ 

VERDUN 
JULES ROMAINS 
Alfred Knopf. $2.50 

In Volume 8 of ‘‘Men of Good Will’’ the 
author very clearly and scientifically portrays 
the beginning of the war, the gradual loss of 
enthusiasm, and the encounters leading up to 
the battle of Verdun which was the major vic- 
tory for France. Through his characters we 
= into and live the never-to-be-forgotten 
attle. 


THE DANUBE 
EMIL LENGYEL 
Random House. $3.75 

Since the Balkans are becoming more im- 
portant each day on the European war stage, 
it is a great help to have such a book give us a 
picture of the various peoples and lands served 
by this river. Economic, political, and social 
habits are analyzed over a number of years. 

»»>e«« 


NO ARMS, NO ARMOUR 
ROBERT HENRIQUE 
Farrar & Rinehart. $2.50 

Story of British army life in 1928 and the 
gradual awakening of a second lieutenant 
through the efforts of two of his army associ- 
ates and a girl to the realization that the dull 
security of a dead mind is not the goal of an 
individual. 
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>» @ «&« 
STUDIES IN INCOME 
AND WEALTH V. 3 
National Bureau of Economic Research. $3.50 
(V. 1-3 together $7.50) 

Papers on the break down of national wealth 
or income into income groups according to size 
of amount held, amount of income saved, com- 
parison of values applied to all commodities 
and services, and finally a discussion of geo- 
graphical classification of income. 

>» OK 


PUBLIC POLICY 
CARL J. FRIEDRICH and 
EDWARD S. MASON, editors 
Harvard University Press. $3.50 

In the first of a annual series papers are 
presented by faculty members and public of- 
ficials on the broad subject of industrial or- 
ganization and government control. Includes 
studies on prices, labor market, and government 
handling of trust ffinds. 

»»>e@ «« 


HOW TO MAKE YOUR 

BUDGET BALANCE 

E. C. HARWOOD and HELEN FOWLE 

American Institute for Economic Research. 

$1.00 

Based on actual practice authors explain 

how to keep an ‘‘elastic’’ budget, and illustrate 

the booklet with a number of simple charts for 

each item for eight different family groups. 


>» @ «&« 
LETTERS OF AN INVESTMENT 
COUNSEL TO MR. & MRS. 
JOHN SMITH 
H. G. CARPENTER 
Harper Bros. $2.50 

The author of the already popular ‘‘A suc- 
cessful investor’s letters to his son’’ now en- 
larges the group for whom his advice is in- 
tended, including all types of men and women. 
Among the seven different classes of invest- 
ment accounts are included the problems of 
estate and trust funds. 

>» O «KS 


The above books may be obtained through 
The Magazine of Wall Street’s Book Service. 








of continued retention for both in- 
come and possible modest longer 
term appreciation. 





Pet Milk Co. 


Despite improved earnings and reports of 
continually rising sales, Pet Milk stock seems 
to be unable to break through its 1939 high 
of 25. What factors are holding back the 
shares? I own 150 shares bought at 24%. 
May I have your latest findings with regards 
to this company? Please include comment on 
financial position and whether you advise 
selling or holding—Mrs. D. deV., Charles- 
town, S. C. 


Pet Milk Co. ranks among the 
leading organizations engaged in the 
production of evaporated milk. 
Plants are located in principal dairy 
regions and products are distributed 
on a world wide scale under the 
well known “Pet Milk” trademark. 
In addition to the sale of unsweet- 
ened milk which accounts for roughly 
75% of total volume, the concern is 
also engaged in the distribution of 
fluid milk and cream as well as the 
preparation and _ distribution of 
powdered milk, butter, cheese, and 
ice cream. Since demand for output 
is relatively stable, earnings depend 
largely on prices and their effect on 
inventories. Net profit in 1938 rose 
to the equal of $2.04 per common 
share from $1.58 a share in 1937. 
Only $400,000 of serial notes out- 
rank the 441,354 common shares in 
the capital structure. As last de- 
tailed on September 30 finances were 
in a sound condition. Current assets 
including cash of $2,975,293 totalled 
#7,323,206 as against current liabili- 
ties of $3,173,533, which figure in- 
cluded notes payable of $900,000. 
Profits of $2.22 a share were recorded 
in the nine months ended Septem- 
ber 30, last, as against $1.75 a share 
in the January-September interval 
of 1938. Further improvement is 
thought to have been scored in the 
final quarter. Domestic sales are 
likely to remain favorable and for- 
eign demand may increase somewhat 
as a result of the war. Thus the out- 
look is for at least moderate earn- 
ings betterment over early 1940. 
Present conservative annual divi- 
dends of $1 a share may possibly be 
increased in the current year. Com- 
paratively poor market action of the 
shares can probably be ascribed to 
lack of sponsorship as well as public 
interest. Retention is advised on the 
basis of income and possible mod- 
est appreciation 





Lockheed Aircraft 





(Continued from page 489) 


recently completed, which raises the 
capital to 1,000,000 shares of $1 
par value. 

The mushroom-like growth of the 
entire industry naturally raises the 
point that any sudden unfavorable 
development might prick the bubble. 
Since the major factor in this in- 
crease has been the rush of Euro- 
pean nations to supplement their 
own production of fighting planes 
with American ships, the argument 
is that when peace has been restored 
this urgent need will no longer ex- 
ist. However, the leading domestic 
concerns of which Lockheed is cer- 
tainly one, are very much aware of 
this fact and have not relaxed their 
efforts to expand commercial busi- 
ness. In the mean time a new field 
for sales is seen in the move of our 
own Government to step up pur- 
chases of fighting planes. 

At current levels the stock is sell- 
ing sky-high in relation to its price 
of a few years ago, but this rise of 
course has been conditioned by a 
corresponding increase in earnings. 
The company belongs to an indus- 
try that is on the border line be- 
tween speculative development and 
steady earnings. Events of the past 
months have tended to push it over 
into the right field, but the feeling 
is still strong that the method by 
which this progress is being made is 
one that is vulnerable to sudden 
changes in direction. 





1915 — 1940 
Pattern of War Economy 
Takes Shape 
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army chiefs will depose Hitler and 
establish a government with which 
Britain and France will be willing to 
negotiate. This sort of thing is any- 
body’s guess, but to this writer any 
such development prior to a real 
test of strength between the belliger- 


ents seems altogether improbable. 


The disciplined professional military 
men of any nation simply do not 
revolt in the face of the enemy. 
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rue, there was mutiny in the Ger- 
man navy in 1918 but only after the 
war had obviously been decided and ants an € a es urve... 
wt only then among the conscripted 
rank and file. 
Next, there is the possibility of 
th indefinite continuation of the war at 
re its present pace, also an unlikely 
assumption. If the tempo is not 
th stepped up by Germany and/or 
ey Russia, as it probably will be, it may 
bk well be stepped up by the Allies on 
bl : the increasingly plausible theory that 
ni passive blockading is not enough, 
fe 2 that Germany must be forced to 
' consume her supplies. In any event, 
a we can scarcely visualize a long but 
, = leisurely war. 
e 
: os The chances are, therefore, that 
re : : 
" war in earnest will get under way 
re within the relatively near future, 
aes possibly within a matter of weeks. 
_ ' The initial repercussions in this coun- 
e try, it may logically be supposed, 
: - will be considerable, but whether 
ISI- ° ° Pe 
— they will be bullish or bearish can 
ield From one plant in Western New York, National 
be foretold only by the occult. Im- has developed to 16 plants strategically located to 
our portant German or Russian successes service all important markets east of the Rockies. 
yur- : age 
will be bearish in the extreme, con- 
a ACK in 1925 a few i loys over 300 sales “ 
juring up the specter of our own Buffalo decid gfe ies ese pabnrieee paw 
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a that they can withstand the worst owned a —— deposit of pure Gonna “Gold Road” tae has 
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BS. maintain and employ their naval and They started the National Gypsum — wall and ceiling products sold 
lus- 5 eee 4 Company, processing gypsum through better than10,000 dealers. 
economic superiority should be in- wallboard of surprising strength Whether it 
we terpreted bullishly. But however and lightness. a e page at aa be. 
and . ilies aaa aia dale ly th h a mammoth office building, Na- 
: the matter goes, the net result should di ak dietician tional Gypsum has a group of 
vast he baer : . selected dealers, and three sales- products adaptable to every re- 
ver € increased business for a number men worked themselves ragged quirement for finishing walls and 
oe of our industries. writing orders. ceilings, including the best in 
Pips How all this may be interpreted That was in 1925. Today National insulation, acoustical treatment, 
by a fi ‘al 3 : Gypsum Company operates 16 and paint. National Gypsum Com- 
9 eg ect — Is quite an- strategically located plants, em- pany, Buffalo, N. Y. 
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St wat oer ae d NATIONAL | GYPSUM LATH FINISH LIME HARDBOARDS 
68 rate of business activity an GYPSUM | FLOATING WaALLs CASEIN PAINTS ROCK WOOL 
ale soaring corporate profits are no products METAL LATH ACOUSTIMETAL MACOUSTIC 
. 1 s . 5 GYPSL M PLASTERS GYPSUM BOARD FIBRE INSULATION 
page . _— lh sna include KEENE’S CEMENT GYPSUM SHEATHING ACOUSTEX 
ralues in wartime. e reason is no 
y far in seeking. 
For though there may apparently makes sense. The central and production and produce the mate- 
be profits aplenty, those profits will | worldwide economic problem of these __ rials herself. Germany’s prime need 
— beillusory. It is at length beginning _ times is not one of production, as it _ is not, as she has so often said, con- 
to dawn upon the world, perhaps too once was, but of distribution. The trolled raw material sources, but 
late, that no nation can truly profit past generation has seen a techno- rather customers. And dead or im- 
ind from war today. Modern war, in- logical revolution in agriculture and _poverished neighbors do not make 
ich volving whole populations and dis- the extractive industries as signifi- very good customers. 
; to tupting the entire economies of cant as the earlier industrial revolu- It is scarcely surprising, therefore, 
ny- belligerents and neutrals alike, re- tion; our former scarcity economy that increasing industrial profits in 
ny sults in a destruction of capital and, has become a surplus economy with this country, at least to the extent 
‘eal more important, in a misdirection of respect to all the products derived — that they may derive directly or in- 
rer- constructive enterprise lasting long from the earth. The upshot is that directly from the war, should be re- 
ble. after the war is over, that far offset an industrial nation can actually pur- garded without enthusiasm in the 
ary any paper profits of the moment. chase her raw material requirements — securities markets. If there is to be 
not Further, war waged for land or — in the open market cheaper than she a _ holocaust of men and materials 
ny sources of raw materials no longer can buy or conquer the sources of abroad, if Britain and France are 
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forced to come to us for goods in 
much greater quantities, profits of 
the moment will be even greater. 
But what sensible investor, knowing 
the ephemeral nature of those profits 
and the economic destruction from 
whence they spring, would be willing 
to capitalize them in normal fashion? 
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Market 
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summer of 1939. The subsequent 
high was a new one for the year, and 
in also exceeding the 1938 peak it 
broke through a top in the shape of 
a head and shoulders formation not 
visible on the chart. The August 
low and September high shown here 
might be thought of as probable 
limits of a trading range with the 
group now about in the middle and 
likely to go in either direction at a 
pace noticeably faster than that of 
the market index. 

The rails are much nearer the bot- 
tom of the same type of range, show- 
ing a large percentage drop from 
their high of a few months ago. 
Some of these issues are owned in 
large quantities abroad, in England 
and Holland particularly, so that 
any liquidation from that direction 
would be expected to hit them hard. 
Furthermore. owners of these securi- 
ties are aware of the probability that 
entrance of this country into the war 

mean Government control. 
However, the decline of 27% during 
1939, and the drop of 37.57% in the 
past three and a half months, should 
he helpful in holding future rail ac- 
tion up to that of the general market. 

Public Utilities also developed a 
strong base during 1939, and one 
which quite possibly has not made 
use of all its strength. The group 
was actually the least volatile of 
those surveyed here, as would be 
expected, and it also showed the 
smallest decline on the year 1939 
as a whole. There has been a Jong 
succession of lower tops and higher 
bottoms, extending back into 193 
and forming a triangle which must 
be considered significant in an elec 
tion year, in view of the importanc 
of politics in the utility outlook. 
One of the things worth remember- 
ing about these long term triangles 


would 
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is that predicting the eventual direc- 
tion is a matter of luck or of judg- 
ment outside the field of market ac- 
tion. The utility situation is no 
exception. 

Agricultural Equipments present 
the rather confusing picture of a 
double top and a double bottom in 
a “W” formation which is unusual. 
Looking back beyond the scope of 
this chart, though, one sees a top in 
July, 1938, at 135 and another in 
November of the same year at 126. 
The burden of proof is still on the 
group, as it is for that matter on the 
market in general. 

Machinery is most typical of the 
action of the whole market, dupli- 
cating its results for the year as well 
as most of the individual swings, 
although over a slightly greater 
scale. Most of the companies in the 
group depend upon the broad out- 
look for industry rather than upon 
special situations, so that this action 
is not surprising, and it should 
continue. 

The handicap of opinions based 
on technical factors alone is the 
“subject to change without notice” 
clause that must be inserted in all 
of them. Nevertheless. many in- 
vestors will find the study of group 
action well worth while. The ideal 
time to sense or realize dividend 
changes is before market action has 
completely discounted them. 
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ing the Jarge urban market of Los 
Angeles, a rich agricultural territory 
and important oil producing lands, 
Pacific is the country’s second larg- 
est distributor of natural gas. Do- 
mestic sales are by far the most im- 
portant in its growing sales area. 
National Fuel Gas, which has paid 
$1 annually over an extended period 
of years though 1939 was the first 
year since 1936 that the payment 
has been earnings, 
serves a well developed area com- 
prising western Pennsylvania, New 
York, eastern Ohio and Ontario, 
Canada. Only about 15% of sales 
are to industrial users; though owned 
reserves are deemed ample for many 
years to come, about 40% of com- 
bined manufactured and natural gas 


The 


covered — by 


requirements are purchased. 





common stock, largely held by 
Rockefeller interests, represents the 
company’s sole capitalization. 

Lone Star Gas paid 70 cents a 
share in 1939 as compared with 60 
cents in each of the three preceding 
years; dividends have been uninter. 
rupted throughout the depression 
ridden ‘thirties. Per share earnings, 
down to 83 cents in 1938 from $1.14 
in 1937, probably recovered to close 
to the latter figure last year. A fully 
integrated outfit, Lone Star serves 
307 communities having a total 
population of about 1,600,000 in 
Texas, Oklahoma and Iowa. It also 
owns a 30% interest in Norther 
Natural Gas which operates a pipe 
line from the Texas Panhandle to 
Minneapolis. Though rate reduc- 
tions are a not unlikely prospect and 
sinking fund requirements are in- 
creasing, the present dividend rate 
would appear reasonably well pro- 
tected. 

As in the case of oil, there have 
been doleful predictions from time 
to time of exhaustion of natural gas 
reserves. Supplies, of course, are 
limited but discoveries of new fields 
have been more or less continuous 
and known reserves are now substan- 
tially greater than they were a 
decade ago. In January, 1939, the 
National Resources Committee esti- 
mated the country’s reserves at from 
60 to 100 trillion cubic feet or 30 to 
50 years supply at the 1938 produc- 
tion rate of 2 trillion cubic feet. 

Although our overall supply of 
gas is thus ample for some time to 
come, a degree of risk attaches to 
investment in individual companies 
from the standpoint of reserves. The 
situation in this respect is similar 
to that in most other extraction in- 
dustries; a gas company’s reserves 
cannot be determined with any great 
degree of accuracy and even expert 
estimates will frequently vary 
widely. 

Though the industry’s revenues 
vary but little from year to year, 
an even greater stability of costs 
and expenses makes for a certain 
amount of earnings leverage. Labor 
costs, of course, are a_ relatively 
minor item. Due to steadily declin- 
ing long term interest rates of which 
the industry has taken advantage by 
numerous refundings in recent years, 
fixed charges have been declining 
since 1934. Savings from this source, 
however, have been slightly more 
than offset by an unabated rise in 
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taxes. Maintenance, depletion and 
depreciation charges have also been 
moving gradually upward. Never- 
theless, expansion in sales has been 
sufficient to widen profit margins 
appreciably. 

But despite a creditable record as 
compared with business at large over 
the past ten years, the present longer 
term outlook of the natural gas in- 
dustry does not measure up to that 
of the electric utilities. Further 
growth in the domestic field there 
certainly will be, but it seems 
likely to come mostly from expan- 
sion of househeating and air-condi- 
tioning demand; promotion of higher 
rate cooking sales are not overly 
effective because of the greatly in- 
creased efficiency of modern kitchen 
ranges; as for mechanical refrigera- 
tion, the electric companies seem to 
have the edge. Also, the possibility 
of generally lower domestic rates 
makes for an element of uncertainty 
though the effect of these in the long 
run may prove to be beneficial earn- 
ingswise. 

Industrial sales will no doubt see 
some further gain but it can scarcely 
be as rapid as heretofore and rates 
in this division are low. Territorial 
expansion is now about over and 
increased sales will depend to a 
greater extent on the growth of in- 
dustry generally and on successful 
competition with other fuels. But 
while possibilities of secular growth 
are thus somewhat limited in com- 
parison with those of a few years 
back, cyclical expansion potentiali- 
ties remain. Apart from the rate 
question, the industry may be ex- 
pected to participate fully in any 
general business expansion this vear. 
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Orders 
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current phase as one likely to change 
soon or certain to be prolonged for 
many weeks, the trend of new orders 
is the thing to watch for the next 
turn in business. At the moment this 
is particularly important 
industry has now had two months or 
more in which to balance accounts 
with the sudden flow of buying that 
set in early last fall. The decision is 
close at hand—either a pickup in 
orders or a substantial slackening in 
production. 


because 
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Investing in Growth 
Industries 
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some extent artificial factor must be 
conceded. Any change in this factor 
might have at least a temporarily 
retarding effect upon the growth of 
the domestic aviation industry. 

In the case of companies outside 
of the aviation group, the choice has 
been predicated not upon growth 
possibilities over the next six to 
twelve months, but on the possibili- 
lies over a more extended period of 
time. It is possible, however, for the 
aviation industry to be included in 
a growth portfolio by the choice of 
such issues as General Motors, which 
has a large stock interest in North 
American Aviation, and such com 
panies as Sperry Corp., Square-D, 
Bendix Aviation and Cleveland 
Graphite Bronze, all of which manu 
facture products used extensively in 
aircraft, Incidentally, General Mo 
tors also has an important stake in 
the growing Diesel industry, while 
an investment in du Pont would also 


A $25,000,000 VOTE 
OF CONFIDENCE IN 
THE INDUSTRIAL FUTURE 
OF NEW YORK STATE 


Niagara Hudson System companies 
expect to spend during 1940 about 
$25,000,000 for the construction 
of generating plants, and trans- 
mission and distribution facilities 
in New York State. Tangible evi- 
dence of our confidence in the fu- 
ture growth of New York State... 
During the past three years, na- 
tionally-known manufacturers 
spent tens of millions of dollars to 
locate plants in New York State 
and to enlarge plants now here. 
Some outstanding reasons for this 
increased industrial activity in 
New York State are as follows: 

1. Abundant low-cost power. 2. Near- 
ness to markets. 3. Unsurpassed trans- 
portation facilities. 4, Plentiful and 
skilled labor. 

Investigate New York State as a 
site for your plant. Our industrial 
engineers will make investigations 
for you without obligation. Write 
Niagara Hudson Power Corp., 15 
Broad Street, New York City. 


NIAGARA a, HUDSON 


carry with it equity in General 
Motors. Together these two com- 
panies are a virtual cross section of 
American industry. 

Touching briefly on some of the 
other companies included in the ac- 
companying list, the rayon industry 
last year was favored by record- 
breaking consumption and produc- 
tion and the limits have by no means 
been reached. Celanese and Indus- 
trial Rayon are two of the leading 
producers. The sharply rising popu- 
larity of frozen foods has introduced 
a promising growth feature into pros 
pects for General Foods. Last year 
was of record proportions for both 
Montgomery Ward and Sears, Roe- 
buck and both companies have been 
making marked progress in the ope 
ration of medium sized department 
stores. Large scale installment sell 
ing has also given them an important 
competitive edge. Both companies, 
together with J. C. Penney, also en- 
caged in the operation of an exten- 
sive chain of department 
promise to show important further 
growth in the months ahead. 

In the final analysis, if an investor 
is seeking long term growth, he 
should be willing to exercise the 


stores, 








necessary patience to realize the re- 
wards of such growth. Companies 
with a strong growth factor have no 
solution for completely overcoming 
the vicissitudes of the business cycle 
and in the course of their progress 
there are bound to be times when 
earnings will recede and the value of 
the shares decline. Such occasions 
need not necessarily mark anything 
more than a temporary slowing up 
in their rate of growth. 
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paper industry and in all branches 
of textiles. , 

In the motor and motor accessory 
fields earnings in the aggregate have 
been far higher than in the final 
period of 1938 and not a few leaders 
in all probability will show record 
fourth quarter highs. Excepting 
textiles, no such spectacular gains 
can be expected in the relatively 
stable consumer goods industries, al- 
though profits of merchandising 
companies have been good and some 
in the chain store field have made 
new peaks. The least favorable earn- 
ings comparisons are likely to be 
found in such fields as farm equip- 
ment, office equipment, motion pic- 
tures and liquor. 

Earnings of the electric utility in- 
dustry as a whole have shown a 
substantial improvement, and in the 
case of utilities with a relatively 
large industrial load some of the 
gains to be reported will be almost 
spectacular. The Detroit Edison 
statement, just out. gives us a hint 
of the radical transformation in in- 
dustry during 1939, showing net 
profit for the year more than 21% 
above that of 1938. 





Newmont Mining—Stake in 
Metals and Oils 
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which sulphur does not play a part 
somewhere along-the line, and with 
mining no problem, profits are com- 
paratively stable. Demand, of course, 
moves almost exactly with the gen- 
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eral business index but with over- 
head easily adjustable, net earnings 
have been reported for every year 
of the company’s history. Dividends 
have also been steady, never falling 
below $1.25 per share even during 
the depression, and have averaged 
better than $2 in recent years. 

The net position of Newmont 
Mining at the end of last September 
showed that the company’s invest- 
ments in the aforementioned enter- 
prises together with one or two mi- 
nor items were worth $43,032,607 
against a book cost of $33,739,742. 
The appreciation in the market 
value of the portfolio at that time, 
therefore, totaled the handsome fig- 
ure of $9,292,865. Investments in 
smaller concerns and in development 
work totaled $10,579,546 in the esti- 
mates of the company, and showed 
an appreciation over original cost of 
more*than $300,000. 

The progress of the company is 
perhaps best shown by the fact that 
earned surplus stood at $36,852,533 
in September, 1939, and that over 
the last eighteen years more than 
$19,859,000 has been paid out in 
dividends. The major credit for this 
success is directly traceable to the 
ability of the directorate and the 
fact that most of the members are 
directors of one or more of the con- 
cerns in which Newmont has an in- 
terest. Of course the copper indus- 
try is subject to wide cyclical swings, 
and earnings, together with the value 
of the stocks of the companies with- 
in the industry, are volatile as a 
result. 

Current liabilities of Newmont to- 
taled $263,607 at the end of last 
September and current assets 
$2,613,248, and since there is no 
funded debt or preferred stock out- 
standing, ownership of the company 
rests with the holders of 531,646 
shares of common stock. Dividends 
on these shares amounted to $3.50 
last year, an increase of $0.50 per 
share over the preceding twelve 
months. In May stockholders will 
be asked to approve a 100% stock 
dividend that was recommended by 
the directors. 

Though some slight tapering off 
in the demand for copper is ex- 
pected for the first quarter as a 
matter of course, the potentialities 
for the year are considered to be 
good by the industry. This factor, 
together with the promise of im- 
provement in the oil industry seems 


to point to an improvement in the 
domestic companies that may well 
offset much of the depressing influ. 
ence that the war naturally has on 
the foreign holdings. At its usual 
discount from the market value of 
the stocks it represents, Newmont 
Mining offers participation in two 
cyclical industries of basic impor- 
tance plus the advantage of a man- 
agement that has shown its ability 
in difficult times. 
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companying tabulation of Secular 
Group Movements presents an in- 
teresting epitome of the broad 
swings in the Combined Average and 
its component industrial subgroups 
from the pinnacle of the 1926-9 
boom, down to depression depths 
and up through the slow 1932-9 
recovery. 

The two most striking character- 
istics of this spectacular record are 
the universality with which stocks 
succumb to a major decline in the 
general market, and the great ir- 
regularity of recovery. One of the 
most encouraging lessons to be 
learned from a study of such secu- 
lar movements is that New Deal or 
Old Deal, war or peace, fresh oppor- 
tunities for the discerning must con- 
tinue to open up in the future, as 
they have in the past—so long as 
there are stocks and bonds to buy 
and sell. 
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reports that the British are nego- 
tiating for the purchase of some of 
our idle merchant vessels. The Mari- 
time Commission favors putting any 
funds so derived into the construc- 
tion of new, efficient ships. * * * 
Reporting fiscal 1939 earnings back 
in the black to the tune of $1.99 per 
second preferred share, Armour 18 
optimistic for 1940, mentioning rea- 
sonable profit margins and the pros- 
pect of a larger hog supply this 
year. * * * Interest in high grade 
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HOW 10 
MOBILIZE YOUR SECURITIES 


for Greater Safety, Income and Profit— 


IN 1940 


by A. T. Miller, Noted Market Authority 


. whose reputation in the past year has reached new heights 
because of his remarkable success. He tells you how to develop a 
balanced and workable investment program in line with present 
conditions . . . and gives you his personal selection of portfolios 
for both the large and small investor. 


— Partial Contents — 


\—Effects of Continued War: On Business and Securities . . . considering 
ype and duration of war. If we stay out: Industries to benefit—those to 
adversely affected. Foreign liquidation. “War Babies” today compared 
with 1914. If we participate: Hazards to the investor; Probable develop- 
ments in taxes, governmental regulation, savings, -securities, wages, and 
‘commodities, 


(A) Eventual Peace: Market pattern as war continues with peace overtures: 
Market’s response to peace under varying conditions. 


) Our Domestic Strength . . Peace or War: Security prices determined 
y condition and trend of our economy; Our physical assets; New products 
ind new industries; Monetary situation. 


1—How to Recognize the Trend: The current cycle . . . its development 
ind phases. Fundamental factors of money rates, profit margins, interna- 
ional trends, Significance of swings in durable goods. 


1—Offensive—Making All Your Assets Work For You: Capitalizing an 
tptrend in various lines—heavy industries and depressed situations that have 









Rost to gain, Types of backward issues to avoid. Wide capital appreciation 
the objective. 


ie enlotsive — How to Prevent Unintentional Speculative Risks: 
at to do with market in downtrend; securities in which to place capital 
T protection and income. Specific securities suggested . . . bonds, preferred 
and common stocks. 


‘—Neutral—Preserving Liquid Resources for Use at Psychological 
moment: Shifting trends in an uncertain year present excellent opportuni- 
ies for short term appreciation; Policy to follow for capital protection and 
yet for market profit. Specific industries and stocks in which to trade—- 
and when, 
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preferreds is picking up again but 
there is considerable feeling that 
these issues present some of the 
same dangers that are to be found 
in best grade bonds—i.e., lower 
prices when interest rates finally 
turn upward. 





Double Barrelled War Babies 





(Continued from page 485) 


would be changed if a sustained de- 
mand should develop from Allied 
sources or the Latin American mar- 
kets. Earnings, while not spectacu- 
lar, have been steady in past years, 
and the stock enjoys fair activity 
in the over-the-counter market. 
Every one of these companies here 
discussed devotes much time and 
money to research and the develop- 
ment of new products. Great strides 
have been made in recent years in 
the field of preventive medicine with 
serums, antitoxins and ethical drugs 
more and more in demand as man 
fights a winning war against disease 
and contagion. It is, therefore, not 
surprising to find the earnings trend 
of the leading companies distinctly 
upward, war or no war. To be sure, 
the industry should profit through 
any intensification of hostilities in 
Europe, but it must be remembered 
that such earnings are incident upon 
the performance of their primary 
task which is to reduce suffering. 


In summation, therefore, it is 
clear that the major ethical and 
pharmaceutical drug companies will 
capture practically all of the mar- 
kets out of which Germany has been 
forced. And should Allied produc- 
tion facilities be unequal to the task, 
these domestic concerns will find 
here too additional outlets for their 
manufactures. Should this demand 
be created, it would be urgent, and 
it is conceivable that British profit 
restrictions might be relaxed in an 
effort to encourage producers. In 
the meantime practically all divi- 
sions of this industry continue to 
enjoy excellent domestic sales. With 
costs relatively stable, profit margins 
are well maintained in sales of 
ethical drugs which are made di- 
rectly to hospitals or members of 
the medical profession. Those com- 
panies whose production is divided 
between this field and that of pro- 
prietary drugs suffer far wider fluc- 
tuations in earnings. This, of course. 
is directly attributable to the fierce 
competition among these companies 
that sell such household drugs right 
to the consuming public. In recent 
years this division of industry has 
tended to be more sharply defined 
and the widest gains are reported by 
the companies engaged solely in the 
manufacture and distribution of 
pharmaceuticals. Their field of op- 
portunity is considerably broadened 
by a war which both eliminates a 
principal competitor and creates 
additional demand. 





Happening in Washington 
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Bonneville project report that gov. 
ernment would be warranted in7 
fostering iron and steel industry to) 
use Bonneville power is just what™ 
Ickes expected since he ignored geo- q 
logical and metallurgical experts in 

his department in selecting men to. 
make the survey. 

New tax bill will be delayed to near 
end of session in hope necessity for” 
it may be avoided by curtailed ap-7 
propriations and forecast of revenue | 
yield based on March 15 payments” 
and spring business activity. There” 
will be no “scientific” overhauling of 7 
the whole revenue structure such as ~ 
the Treasury hoped and planned for © 
all fall. Bill, if any, will be stop-gap © 
measure desperately grabbing for ™ 
enough money to keep within the ~ 
debt limit a year hence. Many sug: © 
gestions, such as new excises, are — 
being discussed loosely but should ~ 
not be taken seriously at this time. 7 
Most discussed is Roosevelt’s idea ~ 
of a surcharge on personal and cor- © 
poration income taxes. A 10% sur- ~ 
charge would raise the requested 
%460,000,000 in two years, but 
Roosevelt stipulated it should all 
come in during the 1941 fiscal year. 
which means 20% on next year’s re- | 
turns or else a 10% surcharge retro- © 
active on 1939 incomes. 





DIVIDENDS RECENTLY DECLARED 





Am't Rat 
$.25 


Company 
Adams-Millis 
Assoc. Dry Goods 1st Pfd 
Barnsdale... 15 
Boston Edison 2.00 
California Packing Pfd 
Colgate-Palmolive Peet 
Continental Can. . 
Diemond Match Pfd 
Dow Chemical 
Duplen Silk. . 


Ely & Walker Drygoods 
Froedtert Grain & Malting 


General Foods 
Goodyear T. & R 


Hanne (M. A.) Pid 
Home Ins... 
Home Ins. extra 


Interchemical 


Kress (S. H.) 
Kroger G. & B 


Date 
Payable 


Date of 
Record 


1/19 
2/9 

2/20 
1/10 
1/31 
1/24 
1/25 
2/10 
2/1 

1/31 
2/15 
1/15 
1/26 
2/15 
2/15 
1/15 
1/15 


1/25 


1/22 
2/2 


Company 
Lehigh Portland Cement 


Macy (R. H.) 


National P. & L 
Newberry (J. J.) Pid 


Procter & Gamble 
Procter & Gamble extra 
Public Service N. J 


Raybestos— Manhattan 
Reynolds (R. J.) Tobacco 


Swift & Co 
Thatcher Mfg. 


U. S. Pipe & Foundry. 
U. S. Pipe & Foundry 
U. S. Pipe & Foundry 
U. S. Pipe & Foundry 


Louisville & Nashville R. R 


Date 
Payable 
2/1 

2/28 


Date of 
Rate Record 


Q 1/13 
1/30 


2/9 


1/29 
2/16 


50 1/25 
25 1/25 
50 3/1 


25 2/29 
50 1/25 


30 3/1 
.90 1/31 


50 2/29 3/20 
50 5/31 6/20 
.50 8/31 9/20 
.50 11/30 12/20 


All declarations are on common stock unless otherwise specified. 


Q—Quarterly. S$—Semi-annual. 
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